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EDITORIAL COMMENT 


THE SHAPE OF THINGS PRESENT 
AND TO COME 


/7HILE Europe is being rocked by 
contending military forces, here 
in the United States we are hav- 

ing dinned into our ears cries, slogans 
and catch-words, all designed to support 
the illusions under which we live. 

Writing in the Yale Review, Carl 

Becker, Professor of History in Cornell 
University, had this to say about fact 
and illusion: 


“Whatever success men have had since the 
Stone Age in lifting themselves above the 
level of brute existence, has been the re- 
sult of the slowly developing capacity of 
reason to distinguish fact from illusion.” 


“We shall not send our sons to fight 
on foreign soil outside the Western 
Hemisphere,” shout Congressmen, and 
the deluded people, ignoring the plain 
fact that fighting if done at all, must 
be where competent military authorities, 
and they alone, shall determine as the 
place the fighting will be most effectual 
in our own defense. 

“Short_of war” is the popular slogan 
of those who would, like the cat in the 
adage, get the fish without wetting its 
eet. 

Our press and public officials, even 
to the highest, denounce the dictators 
in unmeasured terms, calling them by 
all the harsh names they can invent; we 


indulge in all kinds of provocative acts, 
even to supplying one belligerent with 
war vessels, and in the face of this vin- 
dictive language and these aggressive 
acts rest calm in the belief that retalia- 
tion can be escaped. 

So what? Why, either to refrain 
from this intemperate speech and these 
provocative acts or fully to accept their 
implications, even though they should 
not mean “short of war.” 

Until we have the bigger stick, our 
speech should be softer and our actions 
marked by greater discretion. 

“National defense.” All are for it, 
without the slightest comprehension that 
we are not preparing for national de- 
fense, but for the war that may possibly 
come as soon as we think ourselves 
ready for it. 

The illusion is “national defense”; 
the fact is possible war. 

Let us shed the illusion and cour- 
ageously face the fact. 

And what is the outstanding fact, as 
distinguished from the illusion, concern- 
ing transfer of the over-age destroyers 
to Great Britain in exchange for defense 
bases in the Western Hemisphere? 

Just this: we wished to find a way 
“short of war” to help England. Ap- 
parently this effort has been success- 
ful, unless Germany, atthe appropriate 
time, should regard the act as not 
“short of war.” 
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And a greater fact emerges out of 
this transaction: we have become a 
virtual ally of Great Britain. 

These are the facts, the illusion being 
that we have merely traded some ships 
we do not need for military bases that, 
sometime, we may have use for. 

Does what has been said mean dis- 
approval of trading the over-age de- 
stroyers to England? Far from it. 
But we must recognize the fact that this 
may not be regarded by Germany as an 
act “short of war,” and rid ourselves 
of the illusion that it was a mere 
friendly gesture of one country toward 
another friend. 

Has any word been written in criticism 
of what is being done to insure our 
national defense? 

No; on the contrary every resource, 
to the uttermost, human and material, 
must be placed in trust in the hands of 
the President of the United States to 
defend these shores. 

It is politically popular to call this 
“national defense”—the illusory term; 
but we may just as well recognize it 
now, as we must do later, that it is 
preparation for war. 

There is another illusion widely 
prevalent, and it is this: that when the 
present war ends, the world, as we now 
know it, will be entirely changed. But 
will it? 

At the time of the previous World 
War, Honorable George Sutherland, 
then a member of the United States 
Senate, but later an Associate Justice of 
the Supreme Court of the United States, 
said that after that war ended we should 
be living in an entirely new world. 
But was it not much the same world 
after all, with the same old errors, hates 
and wars? 

Anyway, do not forget the French 
saying that the more it changes the 
more it is the same thing. Mankind 
destroys one thing to recreate it in more 
intense form. Witness the overthrow 
of czarism by Russia and the more in- 
tense despotism of its successors. 


Another deceptive cry is for “the 
“conscription of wealth,’ whatever that 


may mean. ‘The real conscription of 
wealth takes the form of conscripting 
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its income, which should be placed at 
the service of the Government to meet 
its needs in time of actual or threatened 
war. 

But those who labor under the illu- 
sion that it may be conscripted in 
some more effectual way think that the 
railroads, farms and factories should be 
taken over and run by the Government. 
Thus the great automobile factories, for 
example, would be taken over and the 
places of Mr. Ford and Mr. Sloan sup- 
plied by the district leader and the ward 
heeler. 

It is a dangerous illusion to think 
that efficient production will be gained 
in this way, even though the act be 
concealed under the mouth-filling 
phrase “conscription of wealth.” 

And about our political campaizn 
now in progress, the air is filled with 
illusions, all calculated to conceal the 
only two issues of fact. 

And these two issues are: 

(1) Is it the wish of the Ameri:an 
people to preserve the tradition of two 
terms to the Presidency of the Uniied 
States, heretofore universally observed, 
and now threatened for the first time. 

(2) Under present and future con- 
ditions likely to arise, which is best 
qualified as President of the United 
States to guide the destinies of the Re- 
public during the coming four years— 
Franklin D. Roosevelt or Wendell L. 
Willkie. 

These are the only isues in this cam- 
paign to be decided at the polls next 
month. All others belong in the illusive 
class. 

There is another and greater illusion, 
more in evidence across the Atlantic 
than here in America. It is that the 
lights of liberty are going out. Truly, 
they are being dimmed. They are not 
going out. And they never will go out 
until all else has gone, as Walt Whit- 
man has thus so opportunely reminded 
a doubting world: 

The battle rages with many a loud alarm, 

And frequent advance and retreat. 

The infidel triumphs—or supposes he 


triumphs. 
* * * * * * * 


The named and unnamed heroes pass to 
other spheres, 
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Merchants Coffee House as it appeared in 1797, where the Bank of New York 
had its beginning. 


The great and writers 
exiled— 

They lie sick in distant lands, 

The cause is asleep—the strongest throats 
Are still, choked with their own blood. 
But for all this, liberty has not gone out of 
the place, nor the infidel entered into 

possession. 

When liberty goes out. of the place, it is 
not the first to go, nor the second or 
third to go, 

It waits for all the rest to go—it is the last. 


speakers are 


When there are no more memories of heroes 
and martyrs, 

{nd when all life, and all the souls of 
men and women are discharged from 
any part of the earth, 

Then only shall liberty be discharged from 
that part of the earth, 

And the infidel and the tyrant come into 
possession. 


Not a grave of the murdered for freedom 
but grows seed for freedom, in its turn 
to bear seed for freedom, in its turn 
to bear seed, 

Which the winds carry afar and resow, 
and the rains and the snows nourish. 

Not a disembodied spirit can the weapons 
of tyrants let loose, 

But it stalks invisibly over the earth, 
whispering, counseling, cautioning. 
Liberty! let others despair of you! I never 

despair of you. 


PREPARING FOR DEFENSE 


In November, 1938, THE BANKERS 
MAGAZINE stated in an editorial: 

“Twenty years after the end of the 
Great War, and the defeat of Germany, 
that country has become the dominat- 
ing force in Europe. And since it ap- 
pears that this position has been gained 
by Germany’s adequate preparation for 
war, and the purpose of making war to 
enforce its demands, and the unreadi- 
ness of Great Britain and France to 
challenge this threat of force, the lesson 
for the United States is that its defen- 
sive forces must be brought up to and 
kept at a standard where surrender to a 
like threat will never be made.” 


® 


PLANNING is an essential for any public 
relations program. Such a program 
starts with a thorough self-analysis and 
emerges with a well-defined objective 
and the logical means of attaining this 
objective and finally with a determina- 
tion to let nothing interfere which 
would weaken that effort.—Ernest L. 
Pearce, Executive Vice-President, The 
Union National Bank, Marquette, Michi- 
gan. 
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NOW READY... 


BANK BOND INVESTMENT 


AND 


SECONDARY RESERVE 
MANAGEMENT 


By PAUL M. ATKINS 


Expert in Security Valuations 
Before the Courts and Board of Tax Appeals 


Special Liquidator of Securities for the 
Comptroller of the Currency, 1932-1937. 


Subjects discussed 
in this book 


The Non-Local Earning Assets 
of a Bank—a Management 


Problem 


The Analysis of the Balance 


Sheet Position of a Bank 


The Analysis of the Income 


Position of a Bank 


The Analysis of the Past His- 


tory of a Bank 


The Evaluation of Securities 


—a General Discussion 


The Evaluation of U. S. Gov- 


ernment Securities 


The Evaluation of State and 
Local Government Securi- 


ties 


The Evaluation of Railroad 


Securities 


The Evaluation of Public 


Utility Securities 


The Evaluation of Industrial 


Securities 


Economic, Business and Poli- 


tical Factors 


Sources of Economic, Finan- 
cial and Political Informa- 


tion 


The Primary Reserves of a 


Bank 


Secondary Reserve Policies 


and Programs 


Investment Account Policies 


and Programs 


The Purchase and Sale of 


Securities 


Flare one compact volume contains the 
most complete and thorough discus- 
sion yet to appear of that difficult and 
perplexing phase of banking administra- 
tion—the management of the bond port- 
folio of a bank. 

An increasing amount of attention and 
discussion have been given in _ recent 
months to the bond: portfolios of banks 
and to the analysis of securities by bank- 
ers, but practically nothing has been said 
or written on the question of how to deter- 
mine what bonds the individual bank 
needs to meet its own particular require- 
ments. Here, at last, is an answer to 
many of the questions in this field which 
have been plaguing bankers for years. 


You Must “Know Your Bank” 


That it is necessary for a bank to have 
sound policies and programs if it is to 
manage its secondary reserve and its in- 
vestment account successfully, is the 
central idea around which this book is 
written. Coupled directly and imme- 
diately with this basic concept is the thesis 
that, in order to accomplish this end, the 
first step for every banker to take is to 
study and analyze his own bank for the 
purpose of policy formations and admin- 
istration in this field. As Mr. Robert M. 
Hanes, President of the American Bank- 
ers Association says, you must “know 
your bank.” 


Price $5.00 


BANKERS PUBLISHING COMPANY 


465 Main Street 
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Cambridge, Mass. 
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To Preserve Our 


Free Banking System- 


QQ HE true nature of the banking pro- 
cess is little understood by the 
public and, I fear, not too well 

understood by bankers. If one consults 

the dictionaries and encyclopedias and 
text books, reads the banking magazines 
and listens to speeches about banking, 
even speeches by bankers, he must get 
the impression that the banking busi- 
ness is that of assembling the otherwise 
idle money of the community and lend- 
ing it to those who have proper use for 
it. and can provide adequate security. 

Nothing could be much further from 

the truth, and no misconception of the 

nature of the banking process could be 
much more unfortunate. 

The peculiar, exclusive, and sig- 
nificant function of a commercial bank- 
ing system is that of providing the pub- 
lic, and particularly the participants in 
the economic process by which we make 
our living in the world, with a sound, 
efficient, and inexpensive means of pay- 
ment, or money, and the banking pro- 
cess is the process by which this money, 
consisting of bank balances transferable 
by check, and commonly called bank 
money, is created, serviced and extin- 
guished. 

The banking process by which bank 
money is created, serviced, and extin- 
guished is properly termed a free pro- 
cess, because it has operated through 
purely voluntary codperation of bor- 
rowers with voluntarily organized banks, 
and its operation has been relatively 
free from governmental hindrance or 
coercion. The freedom with which the 
process has operated in the past, how- 
ever, has already been somewhat re- 


THE BANKERS MAGAZINE for October, 1940 


By Ratpw W. MANUEL 


President, The Marquette National Bank 
of Minneapolis, Minn, 


stricted, and is in grave danger of being 
destroyed either by regimentation or na- 
tionalization. This danger has arisen 
mainly because of unsatisfactory opera- 
tion of the process. The danger is in- 
creased, to be sure, by a notion, I think 
a mistaken one, that the malfunctioning 
of our economy may be corrected 
through arbitrary control of the banking 
process by wise men in Washington. 

The unsatisfactory operation of the 
process, which must I think be admitted, 
consists mainly in its profound ten- 
dency to feed our booms ‘by creating 
too much bank money, and its equally 
profound tendency to deepen our 
depressions by extinguishing too 
much bank money. The _ imperfect 
functioning of our free banking process 
probably does not initiate the wide 
swings of our business cycle, but it is 
an important factor in the development 
of these movements once they are 
under way. Fortunately, however, the 
promotion of booms and depressions is 
not inherent in a free banking process, 
but arises, rather, from the misuse and 
abuse of that process. 

Let us examine the process more 
carefully. This notion that a bank 
is not a financial or investment institu- 
tion, but a monetary mechanism instead, 
is not new. 


Congress’ Original Intent 


The act of Congress which created 
what we call our National Banking Sys- 
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tem was not called a banking act, but 
was called a currency act; the agency 
which was created to administer it was 
not called a banking department, but 
the Bureau of the Currency, and the 
officer at the head of that bureau iff 
charge of national banks was not called 
a commissioner or supervisor of banks, 
but was called the Comptroller of the 
Currency, and he bears that title today. 
Even the general title of the institutions 
reflects, perhaps, some lingering thought 
of the bank being just a quantity of 
currency, because they didn’t call them 
national banks, they called them na- 
tional banking associations—associa- 
tions which would issue and redeem 
these banks or quantities of currency. 

The kind of currency that was in their 
minds was not bank deposit currency, 
to be sure, but bank notes. The differ- 
ence, however, between the obligation 
of a bank evidenced by a promissory 
note and the obligation of a bank evi- 
denced by a ledger credit is a difference 
in form, not a difference in substance. 

Manifestly, Congress believed that 
they were creating a currency mechan- 
ism, and it seems clear to me that our 
commercial banking system still is pri- 
marily a cyrrency mechanism in spite 
of all been done and should not have 
been done to distort it. 


Credit Monetizing Process 


Certain writers and radio broadcast- 
ers are much disturbed because they 
have jumped to the conclusion that 
banks create money out of nothing. 
Banks do manufacture money (a_par- 
ticular type of money consisting of 
ledger credits transferable by check and 
called bank money), but they do not 
manufacture it out of nothing and the 
money does not belong to the bank 
when it has been manufactured, as these 
men would have us believe. 

Fhe type of credit that banks are jus- 
tified in monetizing or converting into 
money is credit that rests securely upon 
currently created goods in existence or 
-in the process of manufacture. The ob- 
ligations in the banks’ portfolios evi- 
dencing this sort of credit, whether they 
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are accompanied by lien instruments or 
not, are, in fact, valid claims upon these 
goods, and in the last analysis, it is 
these claims that are monetized. In one 
case the. claim monetized‘ may be upon 


Vhogs or*cattle.in“the pasture; in an- 


other upon printing presses in the pro- 
cess of manufacture, and in another 
upon corn in the warehouse. When 
these claims have been’ monetized by 
the banking process, however, they be- 
come bank money with which the owne: 
may claim in the markets not onl, 
hogs, cattle, printing presses and corn 
but goods and services of his own choos- 
ing. This is the alchemy of the bankin; 
process—it converts claims upon specifi: 
current goods into claims which may b: 
asserted against all current goods. 

As long’ as our commercial bank; 
limit themselves to the creation of bank 
money for the purpose of implementin: 
the economic process by monetizing 
valid claims against current goods the 
money thus created is wholly sound. 
Since the prime function of money is 
that of a device by which we distribute 
the common product of our economy 
amongst those who have contributed to 
the creation of that product, it would be 
difficult to imagine a sounder kind of 
money than that which is created out 
of claims against the very goods and 
services which it is designed to dis- 
tribute—money that will actually be 
redeemed by the delivery of these very 
goods and services through the markets 
to those who hold the money. 


Inflationary Tendencies 


Unfortunately, our banks have not 
always been content to restrict them- 
selves to the creation of bank money 
solely for the purpose of implementing 
the economic process, but have yielded 
to the temptation to participate in the 
creation of bank money for speculation 
and alleged investment, and sometimes 
for the purchase of current goods and 
services for consumption. Banks create 
bank money for these purposes 
dinarily by buying bonds and by m 
ing loans secured by mortgages, or 
stocks and bonds pledged as collat 
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and the bank money so created, there- 
fore, consists mainly in monetized 
claims upon fixed assets. Such bank 
money has no honest: foundation in cur- 
rently created: goods and services, and 
its creation is unrelated to the current 
economic process. - The creation of 
such money is usually pure inflation. 
The only wholly honest money pur- 
chasing power is money income gen- 
erated by the economic process, and 
received by the participants in that pro- 
cess as wages, salaries, fees, commis- 
sions, royalties, rents, interest, divi- 
dends, and profits. The current money 
income so generated and distributed is 
always roughly just enough to buy the 
whole collectively created current prod- 
uct of our economic process at the exist- 
ing price level. Bank money created 
for a manufacturer or a merchant to 
pay to his employes reaches the markets 
as part of this current money income, 
and does not disturb market equilib- 
rium. Bank money created for a con- 
sumer to use in the purchase of a new 
automobile, or for a speculator to use 
in the purchase of newly issued stocks 
and bonds, on the other hand, will or- 
dinarily reach the markets, not as a 
part of the current money income of 
the community, but as money purchas- 
ing power in addition to the current 
money income. Unless a correspond- 
ing part of the current money income 
happens to be withheld from the mar- 
kets, the stream of money purchasing 
power flowing into the markets is then 
more than enough to buy the whole 
current product of our economic pro- 
cess. Qur economy seeks to adjust it- 
self to this situation through the price 
mechanism and prices tend to rise to a 
point where the purchase of the current 
product will absorb not only the whole 
current money income, but this new and 
additional money purchasing power 
also. Rising prices increase profits, 
and encourage and appear to justify 
lurther capital borrowing, and further 
tal borrowing creates further price 
veases. This is the familiar vicious 
il of inflation which feeds upon itself 
creates boom phenomena. 


Downswing Effects 


In the downswing of the business 
cycle the borrowers for whom bank 
money has been created out of claims 
upon fixed assets find themselves under 
the necessity of diverting a portion of 
their current money income into the 
payment of these loans. The stream 
of money purchasing power flowing into 
the markets thus becomes less than 
enough to buy the whole current prod- 
uct of our economic process and tends 
to leave some part of the product with- 
out a market. Our economy seeks to 
adjust itself to this situation, also, 
through the price mechanism, and 
prices tend to fall to a point where that 
part of the current money income which 


In Mr. Manuel’s opinion there 
are three basic defects in our, 
present banking scheme: 


First: That our commercial 
banks are permitted to create 
unsound bank money by mone- 
tizing claims against fixed assets, 
and that the lavish creation of 
this unsound money by capital 
loans and investments in com- 
mercial banks feeds and mag- 
nifies our booms, while the di- 
version of current money income 
into the liquidation of these 
capital loans in the downswing 
of the business cycle deepens 
our depressions. 

Second: That the present con- 
tract between the banks and 
savings depositors is an inher- 
ently unperformable obligation, 
and banks undertaking such an 
obligation are simply gambling 
on the probability that deposi- 
tors will not call upon them for 
more than they can perform. 

Third: That the mingling of 
savings bank service with the 
banking process in our commer- 
cial banks renders the obligation 
of the banks to their commercial 
depositors inherently unper- 
formable also. 
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is not so diverted will buy the whole 
product. Falling prices, however, re- 
duce or destroy profits and discourage 
production and employment; frightened 
workers curtail expenditures, and fright- 
ened investors delay their investments, 
both diverting current money income 
either into hoarding or into payment 
of consumer or capital bank loans. 
These diversions cause further price de- 
clines, and we have the familiar vicious 
spiral of deflation which also feeds upon 
itself, and which deepens depression. 
These facts appear to me to justify 
the conclusion that the commercial 
banking process should not be employed 
to create bank money for other purposes 
than that of implementing the economic 
process. I do not mean, of course, that 
‘capital loans and consumer loans should 
not be made—I mean that they should 
be made only with capital funds—saved 
money income. If a man, instead of 
taking his saved money income into the 
markets to claim his share of the com- 
mon product of the economic process, 
chooses to lend it to his neighbor to 
take into the markets in his stead he 
does not thereby distort or disturb our 
economy in any way. The same is true, 
of course, if he chooses to deposit saved 
money income in a savings bank and the 
bank lends it for him. What I am con- 
tending against is the prostitution of our 
free banking process to the vicious prac- 
tice of creating counterfeit money— 
money that does not evidence any earned 
and existing right to claim a share of 
the current product of our economy. 


Unsound Savings Commitment 


Preservation of our free banking pro- 
cess, however, requires something more 
—we must also prevent extraneous 
commitments and obligations under- 
taken by the banks which operate this 
process from interfering with it. Our 
commercial banks are now engaged in 
another such extraneous undertaking— 
the performance of savings bank serv- 
ice. Besides performing the monetary 
function of operating the banking pro- 
cess, they borrow the saved money in- 
come of savings and time deposi- 
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tors under a fixed obligation to repay 
it practically upon demand, and invest 
these funds in securities which are in- 
herently nonliquid. This unsound prac- 
tice not only endangers the solvency of 
individual banks, but impairs the 
integrity of the bank money which 
implements our economic process. 

When the crash came in 1929 the 
commercial banks and trust companies 
found themselves unconditionally obli- 
gated to return to their savings and 
time depositors, in cash practically 
upon demand, approximately ninetee) 
billion dollars, all of which, except cash 
reserves of perhaps 5 per cent, the banks 
had invested in mortgages and bond-. 
The banks were in essentially the same 
position that they would have occupied 
if they had sold to the public eighteen 
billion dollars of mortgages and bonds 
and agreed to buy them back at the 
sale price upon demand. Such an un- 
dertaking, of course, is tantamount to 
underwriting the securities markets «f 
the country; is quite impossible of per- 
formance, and is wholly unrelated to 
any proper banking function. 

When heavy withdrawals of cash oc- 
curred, attempts of the banks to sell 
their bonds for cash crushed the secu- 
rities markets of the country and their 
desperate efforts to collect their loans 
diverted huge quantities of current 
money income from the purchase of 
currently created goods and services to 
the extinguishment of bank debt, starv- 
ing the commodity and investment mar- 
kets, throwing men and women out of 
employment and business concerns into 
bankruptcy. The tragic end of these 
futile attempts is well known. 


Demand Obligation Absurd 


Our difficulties do not arise from the 
use for which the banks necessarily 
make these funds available, but rather 
from the absurd obligation of the banks 
to repay these sums to their depositors 
in cash—current money purchasing 
power—practically upon demand. This 
obligation is inherently unperformable. 

Banks have three proper sources from 
which to pay savings withdrawals: first, 
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money income currently deposited by 
others; second, money income paid to 
the banks by their borrowers as interest 
or principal; third, money income ap- 
plied by others to the purchase of mort- 
gages and bonds in which the money 
income borrowed from the depositors 
has been previously invested. 

The ability of the banks to dis- 
charge their obligation to their sav- 
ings depositors depends, in any case, 
upon the amount of money income 
available, and their ability to cap- 
iure it. In normal times they cap- 
ture it by attracting new deposits—by 
borrowing from depositors. The stream 
of money paid out from day to day is 
usually fully offset by the stream of 
new money income flowing in from 
other depositors, and no strain upon the 
banks develop. When depositors with- 
draw more than they deposit from day 
to day, however, banks must have 
recourse to the second or third method, 
or both. In the second method, col- 
lection of their loans, even though 
all the obligations of the borrowers to 
their banks were due on demand (which, 
of course, is never true of the mortgages 
and bonds in which savings are in- 
vested) the ability of the borrowers to 
pay would still be limited to their own 
money incomes, and such money in- 
come of others as they could command. 

In the third source, sale of their 
securities, the banks are limited to 
the current money income which they 
can attract to the purchase of their se- 
curities. The necessity for liquidating 
securities occurs only in the downswing 
of the business cycle, when new money 
income is greatly reduced and people 
are prone to hoard what they do save. 
The volume of currently saved money 
income at such a time is pitifully small 
and is exceedingly difficult to attract. 
The net result is that the extent to 
which the total investment portfolios 
of the banks can be liquidated in time 
of stress is negligible. 


Commercial Structure Endangered 


During the heartbreaking period be- 
tween the stock market crash in twenty- 


nine and the closing of the banks in 
thirty-three while we were paying off 
nearly seven billion dollars of savings 
and time deposits, and crushing the se- 
curities markets in our effort to convert 
our bonds into cash, there was no de- 
crease in our aggregate investment port- 
folio, but a net increase instead. The 
withdrawals of savings deposits were 
not paid from the liquidation of the 
more or less liquid loans which had 
created, and which should have sup- 
ported our commercial deposit struc- 
ture. This evil practice of liquidating 
commercial loans to pay savings with- 
drawals amounts to using the funds 
of commercial depositors to buy the 
frozen investments of savings deposi- 
tors and, to that extent, leaves our 
commercial deposits supported, not by 
the more or less liquid loans which 
create them, but by frozen investments 
properly made with savings depositors’ 
funds, thus rendering the obligation of 
our banks to commercial depositors also 
unperformable. 

If our free banking process is to be 
preserved it must be relieved of the un- 


In the accompanying portion 
of his recent address at the Pa- 
cific Northwest Banking School, 
Mr. Manuel suggests that the 
legal pattern within which our 
banking system functions be so 
amended as to accomplish these 
three specific purposes: 

First: Complete separation of 
the operation of the banking 
process from the performance 
of savings bank service. 

Second: Prohibition of capi- 
tal loans and investments in 
commercial banking depart- 
ments to limit the creation of 
bank money to that required to 
implement the economic process. 

Third: Gearing the with- 
drawal rights of savings and 
time depositors to the liquida- 
tion possibilities of the securities 
in which savings depositors’ 
funds must be invested. 
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supportable burden of giving liquidity 
to the inherently and unalterably non- 
liquid securities in which savings 
funds must be invested. Manifestly, 
such relief can be obtained only 
by complete dissociation of the banking 
process of creating, servicing, and ex- 
tinguishing bank money, from the in- 
vestment service .of assembling and in- 
vesting the saved money income of the 
public. 

The short-time, self-liquidating loans 
(claims upon currently created goods 
and services) which create our com- 
mercial deposits must be free from 
every other claim except the claims of 
the owners of these deposits. Likewise, 
securities bought with the funds of 
savings depositors must be free from 
every claim except the claims of these 
depositors. These objectives could read- 
ily be attained, of course, simply by 
discontinuing savings bank service in 
commercial banks. However, the per- 
formance of savings bank service is 
now so large and important a part 
of the business of commercial banks 
that obviously they would be unwilling 
to give it up. Moreover, we have thou- 
sands of communities which are not 
large enough to support separate sav- 
ings banks, and to deny these com- 
munities savings bank service would be 
most undesirable. 


Separate Services 


Fortunately, however, that is not the 
only possible solution: There is appar- 
ently no sound reason why monetary 
banking service and savings bank serv- 
ice may not be performed by a single 
institution, if the two kinds of service 
are performed entirely separately, and 
the assets and liabilities involved in 
each type of service are kept entirely 
separate from the assets and liabilities 
involved in the other type. This would 
mean breaking a commercial bank into 
two parts; one part engaged in the 
monetary function of creating, servic- 
ing, and extinguishing bank money, and 
the other part engaged in the perform- 
ance of the savings bank service of as- 


sembling and investing the public’s 
saved money income. We would then 
have the equivalent of two separate in- 
stitutions; one a strictly monetary bank, 
the other a strictly savings bank, oper- 
ated, however, under a single charter, 
a single roof and a single management. 
There is still a third possible way of 
separating the savings bank service from 
the banking process. Legislation might 
be enacted which would permit a bank 
to convert its savings department into 
a common trust fund, administered by 
the bank as trustee. This would be the 
exact equivalent of a mutual savings 
bank, the sole difference being that it 
would have a corporate fiduciary as trus- 
tee instead of a group of natural per- 
sons acting as a board of trustees. 


Limit Obligations 


Besides complete separation of the 
savings bank business from the bank- 
ing process, one more thing is neces- 
sary to create wholly sound savings 
bank service: There must be introduced 
into the obligation of the banks to their 
savings and time depositors sufficient 
elasticity to make this obligation fully 
performable under all circumstances 
and conditions. The obligation of the 
banks to their savings and time de- 
positors must be limited to what sound, 
well managed banks actually can do. 
What they can do is to pay off savings 
depositors in times of stress as fast as 
the securities in which these funds have 
been properly and necessarily invested 
can be liquidated without undue sacri- 
fice. Promising to do more is not wholly 
honest and invites disaster. 


© 


THE art of public relations is the art 
of multiplying good impressions end- 
lessly. It is not an umbrella covering 
everything and touching nothing but 
rather a continuous attitude of mind 
which always places the interest of the 
public foremost.——Dale Brown, assist- 
ant cashier, The National City Bank. 
Cleveland, Ohio, in a recent address. 
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j HE economist, the editor, the 
legislator, — each will speak or 


write of banking in terms of 
loans, credit policies, investments, 
and reserves. 


But the daily contact is at the 
teller’s window. One customer 
in ten may borrow money, but 


they all use checks. 


A satisfied clientele is the basis 
of sound public relations. See 
that your check collection service 
leaves nothing to be desired. 


THE 


PHILADELPHIA | 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplus and Undivided Profits 
$43,000,000 


Member of Federal Deposit Insurance Corporation 
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U. S. Freezing 


of 


Foreign Credits 


HE military developments in the 

course of the war in Europe have 

made it appear advisable to the 
President of the United States to decree 
the freezing in the United States of for- 
eign credits belonging to the govern- 
ments or nationals of occupied Euro- 
pean countries. 

The legal basis for such decrees was 
found in the authority vested in the 
President by a world-war statute (Act 
of October 6, 1917) and by the act to 
provide relief in the existing national 
emergency in banking of March 9, 1933. 
As far back as in January, 1934, when 
a flight of American capital was threat- 
ening, the President, on the authority 
of said laws, issued regulations in re- 
gard to transactions in foreign ex- 
change, transfers of credit, and the ex- 
port of coin and currency (Executive 
Order No. 6560). These regulations, 
however, have long since lost most of 
their importance as tendencies of flight 
of American capital have totally sub- 
sided. The Executive Order, however, 
became the cornerstone for the war 
regulations, which were technically 
promulgated by way of amending the 
said Executive Order. The regulations 
in regard to the credits of Denmark and 
Norway are contained in Executive Or- 
der No. 8389 of April 10, 1940; in 
regard to Luxembourg, Belgium, and 
the Netherlands in No. 8405 of May 
10, 1940; in regard to France in No. 
8446 of June 17, 1940; and in regard 
to Latvia, Estonia, and Lithuania in No. 
8484 of July 15, 1940. 

The guiding principle of the new 
regulations is the rule that payments 
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and transfers of credit are prohibited if 
involving property in which one of the 
above-mentioned countries or a national 
thereof, has on a fixed day any intei- 
est, except as specifically authorized hy 
regulation or license. Such fixed day 
is for Norway and Denmark April &, 
1940; for Holland, Belgium, and Lux- 
embourg May 10, 1940; for France 
June 17, 1940; and for Latvia, Estonia, 
and Lithuania July 10, 1940. The term 
“national” of a country includes any 
person who has been or who there is 
reasonable cause to believe has been 
domiciled in, or a subject, citizen, or 
resident of the respective country at any 
time on or since the fixed day. If such 
“national” is simultaneously a citizen of 
the United States and residing therein, 
only part of the restrictions apply to 
him. The term does not include per- 
sons who were on the fixed day domi- 
ciled and residing in the United States. 
It does comprise, however, partnerships, 
corporations, and other associations or- 
ganized under the laws of the respective 
countries, or which had on the fixed 
day their principal place of business in 
such countries. Furthermore, even 
though such partnerships or corpora- 
tions may not have been organized un- 
der the laws of such countries, nor have 
their principal place of business there, 
they are “nationals” of the country, if 
they have been controlled, directly or 
indirectly, on or after the fixed day, 
by persons who are citizens, or have 


2 THE BANKERS MAGAZINE for October, 140 





been domiciled, or residents of such 
country, at any time since the fixed day. 
The same holds true if third persons 
act, directly or indirectly, for the bene- 
fit or on behalf of such persons. 

Transactions are prohibited under the 
regulations if they involve “property” 
of the above-mentioned countries or 
their nationals. The term “property” 
includes money, checks, drafts, bullion, 
hank deposits, savings accounts, any 
debts or obligations, all financial secu- 
rities commonly dealt in by bankers, 
brokers, and investment houses, bills of 
lading and sale, trust receipts, merchan- 
dise, ships, real estate and any interest 
therein, options, royalties, patents, 
trade-marks, copyrights, insurance poli- 
cies, safe-deposit boxes and their con- 
tents, et cetera. 


Kinds of Transactions Prohibited 


The following kind of transactions 
are prohibited if they relate to such 
property: 

A. Transfers of credit between bank- 
ing institutions within the United States, 
and also between a banking institution 
within the United States and one out- 
side of the United States (including any 
principal, agent, home office, branch or 
correspondent outside the United States, 
of a banking institution within the 
United States). 

B. Payments by or to a banking in- 
stitution within the United States. 

C. All transactions in foreign ex- 
change by any person within the United 
States. 

D. The export or withdrawal from 
the United States, or the earmarking of 
gold or silver coin or bullion or cur- 
rency by any person within the United 
States. 

E. Transfers, withdrawals or exporta- 
tions of, or dealings in, any evidences 
of indebtedness or of ownership of 
property by any person within the 
United States. 

F. Any transaction tending to evade 
or avoid the foregoing prohibitions. 

The term “banking institution,” as 
used above, comprises, in addition to 
regular banks, persons engaged in the 


business of purchasing or selling for- 
eign exchange or procuring purchasers 
and sellers thereof, as principal or 
agent, and brokers. Prohibited for 
banking institutions are likewise the 
transfers within the United States of 
stock certificates from or into the names 
of nationals of the respective countries, 
and the delivery out of, or the receipt 
in custody accounts of securities held 
or to be held in custody for such per- 
sons. Payments may be made, how- 
ever, into accounts of such persons, pro- 
vided the moneys do not come from 
accounts of persons of the same class. 
A general license has been granted au- 
thorizing the payment of taxes, cable, 
postage, custody fees, and_ similar 
charges which arise in connection with 
the maintenance of the account, and it 
is likewise permissible to present secu- 
rities and coupons to the proper pay- 
ing agents within the United States for 
redemption or collection, provided the 
moneys so collected are credited to a 
blocked account of the national with a 
banking institution within the United 
States. 

In order to render possible the nego- 
tiation of commodities futures con- 
tracts, a general license has been 
granted for the bona-fide purchase and 
sale of such contracts for account of 
nationals of the respective countries, 
with the proviso, however, that the con- 
tracts are to be held in the name of the 
national by the respective bank within 
the United States whose account was 
debited in connection with the purchase. 
In case of a sale, the proceeds are to 
be credited to the account of the na- 
tional with the respective banking in- 
stitution within the United States. 


In the accompanying article, 
Dr. Eisner clarifies the regula- 
tory measures taken by the 
United States during recent 
months in the freezing of foreign 
credits belonging to the govern- 
ments and nationals of occupied 
European countries. 


THE BANKERS MAGAZINE for October, 1940 





Securities Provisions 


Securities owned by nationals of the 
respective countries may be sold, with 
the consent of the owner, on a national 
securities exchange by banking institu- 
tions within the United States, with the 
proviso that the proceeds of the sale are 
credited to an account of the national 
with the respective banking institution 
within the United States. Such sale is 
prohibited, however, if the security is 
registered or inscribed in the name of 
a national of the respective countries, 
even though such national appears to 
have assigned or transferred the secu- 
rity, whether prior to, on, or subsequent 
to the fixed day. Not only the sale of 
such securities is prohibited, but like- 
wise the acquisition, transfer, importa- 
tion and exportation, and even the with- 
drawal of, or the endorsement or guar- 
antee of signatures on such securities. 
Prohibited is furthermore the acquisi- 
tion and transfer of any security on 
which there is or was a stamp or a 
notarial seal of one of the respective 
countries, unless a Treasury license has 
been affixed to it, or if the attendant 
circumstances indicate that the security 
is not physically situated within the 
United States. Permitted, without spe- 
cial license, is, however, the acquisition 


by or transfer to a person within the 
United States of an interest in an Amer- 
ican depository receipt representing a 
security not physically situated within 
the United States if the receipt was al- 
ready admitted to dealings on a national 
securities exchange on or prior to July 
25, 1940. In order to insure the strict 
observance of such rule, it is prohibited 
to send, mail, or otherwise import se- 
curities into the United States from any 
foreign country, except on condition 
that such securities be immediately de- 
livered for examination to the appro- 
priate Federal Reserve bank which, in 
turn, on certain conditions, may turn 
them over to a private bank for sepa- 
rate keeping, their further delivery sub- 
ject.to the granting of a permit. Cus- 
toms officers and postal employes are 
instructed to deliver any such securities 
to a Federal Reserve bank, and any 
articles arriving from foreign countries 
which in the opinion of customs officers 
or postal employes contain such secu- 
rities or evidences thereof, shall be sub- 
jected to customs inspection. Only se- 
curities coming into the United States 
from Great Britain, Canada, Newfound- 
land, and Bermuda need not be for- 
warded to the Federal Reserve bank. 


Resident Foreign Nationals 


A further exemption has been made 
in favor of such nationals of the respec- 
tive countries who sojourn at present 
in the United States. Any banking in- 
stitution within the United States may 
pay to such nationals from their frozen 
account an amount not exceeding $500 
per month if the bank is satisfied that 
such moneys are needed for living. 
traveling, and similar personal expenses 
in the United States. The nationals of 
the respective countries may gain access 
to safe-deposit boxes leased by them in 
the United States only in the presence 
of an authorized representative of the 
bank who has to see to it that money. 
evidence of indebtedness or of owner- 
ship of property, when removed from 
the box, are being transferred to the 
blocked account of the’owner. At such 
occasion the owner has to file with the 
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appropriate Federal Reserve bank a 
statement showing the contents of the 
box, if not already previously done. 
The banking institutions are generally 
required to give detailed reports in re- 
gard to all transactions on blocked ac- 
counts, and the various items assembled 
therein. Special regulations have fur- 
thermore been issued for cases where 
American banks act as trustee of a trust 
administered in the United States and 
some of the beneficiaries, or a co-trustee, 
are nationals of the respective coun- 
tries. Such trustees are free to make 
payments of distributive shares of prin- 
cipal or income to all persons legally 
entitled thereto who are not nationals 
of the respective countries. 


Netherlands Royal Decree 


\ special situation exists in regard 
to property and credits belonging to 
subjects of the Netherlands. Towards 
them, not only the United States regu- 
lations are to be applied, but in addi- 
tion, the Netherlands Royal Decree of 
May 24, 1940, issued by Queen Wilhel- 
mina and her government in London. 
The decree vests title in the State of 
the Netherlands to claims which belong 
to natural or legal persons domiciled in 
Holland, in so far as these claims are 
capable of being transferred, sold, or 
the like outside of the Dutch Realm in 
Europe. This does not only apply to 
liquidated claims, but to shares, bonds, 
and other commercial papers as well. 
Exempt from such transfer of owner- 
ship are claims and properties of per- 
sons who were domiciled in the Dutch 
colonies on May 15, 1940, provided they 
are either Netherlanders or subjects of 
powers not at war with Holland. Per- 
sons who left Holland between May 9, 
and May 15, 1940, are considered as 
not domiciled in Holland, so that their 
claims and property are exempt from 
the transfer of title, provided such per- 
sons are either Netherlanders or sub- 
iects of powers not at war with Holland. 
The exemptions do not apply automatic- 
ally, but due proof of the facts alleged 
to sustain the exemption has to be sub- 
mitted. According to the decree, res- 


THE 


titution of the claims and property to 
their former owners shall be made three 
months after the present emergency con- 
ditions shall have ceased to exist. How- 
ever, the Dutch Government is empow- 
ered to make restitution in advance of 
such time if it can be satisfactorily 
proven that direct or indirect use of 
such claims in behalf of such countries 
with which Holland is at present at 
war is excluded. The effect of the 
Netherlands Royal Decree is that the 
persons to whom the decree applies have 
to obtain not only the necessary licenses 
from the United States Government, but 
in addition the consent of the repre- 
sentatives of the Dutch Government in 
London. 

The effect of the United States regu- 
lations as described in the foregoing is 
the temporary freezing of a considerable 
amount of foreign credits here. Despite 
the fact that the consequences of the 
regulations are far-reaching, hardships 
have been alleviated in many cases by 
reason of the authority of the Treasury 
Department to grant special licenses in 
individual cases. In meritorious situa- 


tions, such licenses have been frequently 


granted. Whether or not in any specific 
case an application for a special license 
seems to promise success can only be 
adjudged upon careful consideration of 
all facts involved in the case. 


©. 


MERCHANDISE BANK SERVICE 


I aM firmly convinced that the factor 
of merchandising must become a defi- 
nite phase of banking procedure in 
America. There may have been a time 
when bankers could sit back and wait 
until the public called for their services. 
If such a time ever existed, I believe 
that it has gone forever. For years 
now, our shelves have been stocked 
with unused merchandise. To a large 
extent credit and other banking services 
are finding less public demand in their 
old forms and we are faced with the 
necessity of streamlining these services 
and_ adapting them to modern needs and 
uses. — Robert M. Hanes, President, 
American Bankers Association. 


1 BANKERS MAGAZINE for October, 1940 — 





for the banker 


c\ 
Qe this book 
¢O was written 


with 


INCREASING PERSONAL LOAN BUSINESS 


by R. E. DOAN and G. F. FOLEY 
Price $2.50 


The Chapters HE Personal Loan Department has far 
greater possibilities than have hitherio 


. Who Borrows. Why They been realized. Mr. Doan and Mr. Foley 

Borrow recognize the human features of this department 
. Practical Operating Suggestions in its possibilities for service to the worthwhile 
citizens of the community but they have gone 
further in their investigation of the country’s 
successful Small Loan Departments to answer 
. Introduction to “THE the questions: How May Profits Be Increased? 

DENVER PLAN” How May Services Be Broadened? How May 
. DENVER PLAN and Large Its Facilities Be Extended to Serve Business 
Firms as Well as the Individual? 


. Advertising Personal Loan 
Department 


Department Stores 


. DENVER PLAN and Small Besides these questions the authors as 

Retailers, Professions originators of the now famous “DENVER 
PLAN” present their experiences and set forth 
for the first time the entire operation of this plan 
which assists retail merchants to liquidate their 
. FHA Mortgage Loans delinquent accounts. 


. Systematizing FHA Moderniza- 
tion Loans 


May we send you on 5 days’ approval a copy of 
INCREASING PERSONAL LOAN BUSINESS? 


BANKERS PUBLISHING COMPANY 
465 Main Street - Cambridge, Massachusetts 
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The Bank’s Interest in 
Borrowers’ Insurance 


HERE business organizations are 
sufficient in size and financial re- 
sponsibility to warrant the exten- 
sion of unsecured credit to them, banks 
as a rule do not seriously concern them- 
selves with the customers’ insurance 
arrangements. Nevertheless the banks 
are not exactly indifferent or uncon- 
cerned about such arrangements. A bank 
has the right to assume that any bor- 
rowing customer will properly safe- 
guard his plant and merchandise with 
fire and allied lines of insurance. To 
be sure the customer is, or should be, 
more directly solicitous for such protec- 
tion for his physical assets than is the 
bank. Yet, since a bank is loaning its 
depositors’ funds, it is not unreasonable 
for the bank to expect that its advances 
will be safeguarded and that the bor- 
rower will not permit the possibility of 
his financial resources being impaired 
as a consequence of any fire, windstorm, 
sprinkler leakage or explosion loss. 
Likewise, even though it is not made 
an express condition of the loan, a 
bank must rely upon its borrower to 
carry other essential types of business 
insurance, such as public liability, work- 
men’s compensation and business life 
insurance. Moreover, use and _ occu- 
pancy and consequential loss coverage 
of all types, in which insurance pro- 
ducers are so keenly interested these 
days, are not by any means matters of 
indifference to loaning banks, although 
most of our banks so far have not gen- 
erally required evidence of insurance of 
such types from their borrowers. 
Possibly despite the contrary impres- 
sion of our good friends the surety com- 


TNE BANKERS MAGAZINE for October, 1940 


By KennetH C. BELL 


Second Vice-President, The Chase National 
Bank, New York City 


panies, and certainly contrary to their 
wishes as to the facts, I would venture 
the statement that to date there are a 
great many of our commercial banks 
which have not insisted upon fidelity 
insurance coverage in connection with 
the establishment of lines of credit for 
their respective borrowers. Yet the 
banks are unquestionably aware of the 
value of such insurance and the need 
for it. Judging solely from my own 
limited contacts and knowledge of the 
facts, I would hazard the opinion that 
fidelity insurance has not to date been 
the determining factor in granting lines 
of credit that our surety underwriting 
friends would doubtless prefer, and that 
possibly should be the case. But other 
factors have generally been deemed 
weightier. Insurance has been grouped 
with other matters of administrative re- 
sponsibility for the customer to deter- 
mine. Please do not misunderstand me. 
I have only stated the situation as I 
see it. And I am not belittling com- 
mercial fidelity insurance. I doubt that 
there is a stouter proponent of it, irre- 
spective of banking relationships. I 
contend that every business organization 
should carry it in ample amounts. Banks 
are protected by such coverage against 
the impairment of the financial resources 
of their borrowing customers, from this 
possible source at least, up to the extent 
of the insurance. I dare say that in 
the future more and more banks will 
make pertinent inquiries of their cus- 
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tomers about these lines of insurance, 
even if only for information as to the 
general conduct of the business, and 
even where the borrowing concerns 
themselves are of such size and so 
strongly established financially that 
these lines of insurance protection are 
supplemental rather than fundamental 
necessities. Past inaction on the part 
of banks with regard to customers’ fidel- 
ity coverage is not to be interpreted as 
tantamount to unconcern or indifference 
on the banks’ part. 


Commodity Loan Insurance 


In the realm of secured commodity 
loans or advances, the interest of banks 
in their customers’ insurance has become 
very real in recent years. By no means 
do all those customers who borrow 
from their banks on a secured basis do 
so only because they cannot get from 
their banks “clean” or unsecured lines 
of credit. In fact a great many busi- 
ness concerns first exhaust their lines 
of unsecured credit, and then supple- 
ment such loans by additional borrow- 
ings on a secured basis. But, regard- 
less of the financial standing of such 
borrowing customers, when a bank ad- 
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vances its own, or rather its depositors’, 
funds against the security of com- 
modities in process of manufacture, or 
in storage, or in transit, the bank not 
only has every reason to expect that 
those physical properties will .be_prop- 
erly insured, but it should insist upon 
knowing that they are. Situations oc- 
casionally arise where some customers 
regard as unnecessary any inquiries 
into their insurance arrangements by 
the lending banks. But these cases are 
relatively few, and the opposition is 
usually a matter of misunderstanding 
and only temporary at the most. In view 
of the experience of recent years, I again 
hazard a guess that there will be more, 
rather than less, of the practice of bor- 
rowing customers submitting their in- 
surance arrangements to their loaning 
banks tor appraisal, in all likelihood 
not with the primary thought of pro- 
tecting the banks’ interests, but rather 
to be assured of the best of protection 
for themselves for the purpose in mind. 
In connection with commodity loans 
let me state that an endorsement simi- 
lar to the Standard Mortgagee Clause 
is appropriate and should be generally 
used. Once a loan has been granted, 
it is too late for a bank to withdraw its 
commitment because it finds that some 
provision, omission, or technicality in 
the existing insurance arrangements 
shuts off protection from the bank. Also, 
the banks’ position should not be threat- 
ened by any failure of the named in- 
sured to comply with some express pro- 
vision or warranty of the insurance 
contract. Looking at the picture in a 
broad light, these financed transactions 
are of material interest to all parties: 
The customer who is also the named 
insured, the broker, the insurance com- 
pany and the bank. Without the loan, 
the business transaction would not be 
entered into or consummated; without 
the business deal going through, there 
would be no need for the insurance 
or the insurance company; without the 
insurance being placed, the broker or 
agent would get no commission. Both 
the insurer and the insured should be 
eager to see that the banks in such 
transactions are fully protected. 
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Ready Cooperation 


As a matter of fact, the experience of 
recent years has shown a steady co- 
operation on the part of the commercial 
borrowers and their insurance under- 
writers to provide the banks with such 
a commodity loan endorsement when- 
ever it has been requested by the banks, 
or by their customers on the banks’ be- 
half. I think you will agree with me, 
whether you be insurance buyer or pro- 
ducer, that a useful and necessary pur- 
pose is served by the issuance of these 
commodity loan endorsement forms. 
The adoption of them will doubtless 
spread. As yet they may not have been 
used to any great extent throughout 
the United States and so far as I am 
aware they have been seldom, if ever, 
used abroad. But as banks in this coun- 
try become better educated, insurance- 
wise, we shall doubtless see a much 
greater use of such special endorse- 
ments, or provisions, to protect bank 
loans by formal contract. It is not only 
fitting, but in fact necessary, that in 
connection with loans such as we have 
described the customers’ insurance ar- 
rangements be such as readily to retire 
the indebtedness if a plant or merchan- 
dise of theirs be physically destroyed or 
damaged before the liquidation by sale 
or otherwise of the property involved, 
or before the completion of the business 
transaction. 


Along this same line and in connec- 
tion with cotton loans, I rather expect 
that before long substantial changes in 
the present insurance practice will be 
made so as to afford banks a greater 
degree of protection, by contract, than 
has heretofore been accorded them by 
the so-called “Bankers Letters” that 
have been used in the cotton trade for 
a number of years. While these “Let- 
ters” have been favorably interpreted in 
the past for the protection of the loan- 
ing banks, as indeed they should be, 
nevertheless in their current form they 
appear to be little more than announce- 
ments or, as they are accurately 
labelled, Letters—which leave much to 
he desired from the banks’ standpoint. 
Codperation between the banks, their 


customers and the insurers can effect 
the needed changes quite readily. 


Open Policy Certificates 


Another phase of customers’ insur- 
ance which is of very real concern to 
banks is the so-called “open” inland 
marine and ocean marine policy, under 
which the named insured is permitted 
to issue insurance certificates and ten- 
der them to banks and other holders 
for value as evidence of insurance ef- 
fected. As many of you know, the 
courts of this country have held that 
insurance certificates are not insurance 
policies. That distinction proved very 
disconcerting to banks. We bank men 
are well aware, as are our customers 
and the insurance companies, of the 
convenience and the facility which these 
open policy arrangements afford, yet 
you will readily appreciate the perilous 
position in which a loaning bank must 
find itself if there are any conditions 
or circumstances behind which insur- 
ance underwriters can take refuge to 
deny liability so far as the bank is 
concerned when once the bank has ac- 
cepted and acted upon an insurance cer- 
tificate in lieu of demanding an original 
policy. Losses to the banks under such 
circumstances fortunately have been 
few. It should be of real concern to 
insurance underwriters and to our 
mutual customers to see that in the 


In the accompanying article, 
which is a portion of his address 
before the American Manage- 
ment Association’s Insurance 
Conference, Mr. Bell discusses 
problems of interest to bankers 
in connection with their borrow- 
ers’ insurance. 

The portion of Mr. Bell’s ad- 
dress dealing with depositors’ 
insurance was carried in. the 
September issue of THE 
BANKERS MAGAZINE, and 
his discussion of fiduciary insur- 
ance problems will appear.in an 
early issue of this magazine. 
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future there are no denials of liability 
on any such grounds. Otherwise banks 
in self-defense may be forced into the 
position of rejecting open policy cer- 
tificates entirely and of insisting always 
upon an original insurance contract. 

A recent change in the phraseology 
of open policy certificates was proposed, 
and I believe adopted, in the New York 
underwriting market to cover this very 
point. If the insurance companies want 
to maintain the good will and co- 
operation of the banks of this country 
they will see to it that, both by the 
written form of their insurance con- 
tracts and certificates and by their in- 
terpretation of them, no bank is preju- 
diced in the future by its acceptance 
of an open policy certificate in lieu of 
a full policy contract. Such restriction 
in use as may be necessary in connec- 
tion with open policy contracts and the 
right of the named insureds to issue 
certificates under them are clearly the 
responsibility of the underwriting com- 
panies. Banks can accept open policy 
certificates only while they are fully 
protected in doing so, within the stated 
terms of the certificates. There should 
be no equivocation. 


‘Situations occasionally arise 
where some customers regard as 
unnecessary any inquiries into 
their insurance arrangements by 
the lending banks. But these 
cases are relatively few, and the 
opposition is usually a matter of 
misunderstanding and only tem- 
porary at the most. In view of 
the experience of recent years, I 
hazard a guess that there will be 
more, rather than less, of the 
practice of borrowing customers 
submitting their insurance 
arrangements to their loaning 
banks for appraisal, in all likeli- 
hood not with the primary 
thought of protecting the banks’ 
interests, but rather to be 
assured of the best of protection 
for themselves for the purpose 
in mind.”’ 


Sales Financing Protection 


In passing, I might mention briefly 
two other typical phases of bank loan 
operations where it is customary to rely 
upon insurance carried by the borrower 
to protect the financing bank as well as 
the customer himself, namely, automo- 
bile finance loans, or any similar retail 
sales financing, and, say, field ware- 
housing. Situations such as these are 
well known to all of you. The type 
and amount of insurance protection to 
be carried depends wholly upon the cir- 
cumstances. But the bank is doing the 
financing in such transactions and not 
the insuring. Nevertheless, with its 
funds at risk, the bank must necessarily 
take a very real interest in the quality 
and sufficiency of the insurance protec- 
tion covering the commodities until the 
loan is repaid in full. The situation 
here is, of course, not different from 
that which I have already described in 
a general way in connection with other 
commodity loans." But sometimes we 
get the picture in clearer focus by the 
mention of specific cases. The details 
of each bank loan are different, but 
throughout them all there are certain 
common insurance problems. The solu- 
tion of these problems is a matter to 
which commercial banks and their cus- 
tomers jointly are giving more and 
more attention. 


©. 


BANK PUBLIC RELATIONS 


EVERYTHING important in banking de- 
pends upon pleasant and sympathetic 
relations with the public. To a bank, 
public relations means the friendship 
of the community. Problems of earn- 
ings, growth, public confidence and 
economic existence cannot be perma- 
nently or efficiently solved by any 
philosophy of banking that does not in- 
clude as its modifying factor an honest 
and sincere consideration of the com- 
munity in which the bank is operating. 
—Ernest L. Pearce, Executive Vice- 
President, The Union National Bank, 
Marquette, Michigan. 
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By establishing 


correspondent relationships 





with the Chase, banks 
throughout the country give 
their own customers—farmers, manufacturers, mer- 
chants—the advantages of additional facilities. In 


turn the Chase calls on these banks for many valuable 


services and through them figuratively feels the pulse 


of the nation’s business. Through the Chase, corre- 
spondent banks speed their collections, secure loan 
accommodations on short notice, obtain up-to-date 
information on trade conditions and investments, cx- 
pedite transfers and keep posted on the current finan- 
cial standing cf American and foreign corporations. 


Thus they broaden their own service to customers. 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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Bank Operations and the 


Wage-Hour Problem 


ECENTLY I made the statement 

that the Wage and Hour Law con- 

tained some of the elements of a 
blessing in disguise. Notwithstanding 
the fact that that statement drew some 
critical comment, I make it again. 

Busy with the details of operation, 
we have been so close to our problem 
that we have failed to see the profits 
that might be made to accrue through 
a refinement of operating methods. It 
is a human failing to continue to do a 
certain thing a certain way only because 
it has been done that way for years. 
Occasionally we may acknowledge for 
a moment that improvements can and 
should be made, and sometimes even 
promise ourselves that we will make 
them—but we rarely keep the promise. 
Some incentive has been needed, and 
whether or not banks are subject to this 
law, it is the incentive that has been 
necessary to bring about needed revi- 
sions in operating methods. 

After October 23 (start of the 40- 
hour week), we must either resign our- 
selves to increased labor costs or find 
the means to reduce work hours. Of 
course there is more than one way in 
which this can be accomplished. Many 
banks have already shortened their 
banking hours, and at least three states 
have provided the legislation necessary 
to permit Saturday closing. While 
shortened hours are generally success- 
ful, in that the incidence of customers 
is stepped up and the same volume of 
business is handled in a shorter time, 
I do not think itis the answer to the 
problem. At the most, shortened hours 
can only be expected to bring about 


302 


By Lestre K. Curry 


Assistant Vice-President, Mercantile- 
Commerce Bank and Trust Company, 
St. Louis, Mo. 


the complete elimination of overtime 
costs. 


Revise Operating Methods 


A proper revision of operating 
methods, looking toward the elimina- 
tion of duplicated effort and unneces- 
sary records, will generally solve the 
overtime problem and, which is equally 
important, will frequently produce a 
substantial reduction in costs. Such 
changes must be worked out in each 
bank, inasmuch as local traditions and 
conditions inevitably exert an influence 
on individual bank operating methods. 

May I suggest that if you wish to 
undertake a_ revision of operating 
methods, someone in authority, or pos- 
sibly a committee, begin a methodical 
check of all operating methods, ap- 
proaching the problem from the view- 
point of finding better and quicker 
methods rather than attempting to jus- 
tify present procedures. Obviously, the 
first point of attack should be with re- 
spect to that part of the work which is 
causing the greatest amount of trouble 
at present. 


Numeric Identification System 


A number of interior banks near 
St. Louis have recently instituted a sys- 
tem of numeric identification, which has 
been found to be safe and is a real 
timesaver. This amounts to nothing 
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more than the placing of a number on 
the face of every debit and the same 
number on the corresponding credit or 
offsetting- entry. Bank detail work is 
largely concerned with debits and 
credits. Debits, of course, originate 
from three general sources: (1) Re- 
ceived on deposit, (2) cashed, (3) in 
payment of an obligation. 

Under this plan, when a teller re- 
ceives a deposit it should be handled in 
the regular way, except that the credit 
and associated debits should be kept to- 
gether under a rubber band, or with a 
paper clip, and thrown into an out- 
basket or drawer, to be picked up later 
by a clerk. When picked up, each debit 
should be numbered on the face with 
a Bates numbering machine, or similar 
device, and the same number entered 
on the face of the credit, after which 
the debits and credits may be assorted 
into transit, local clearings, and on-us 
sorts. 

Each teller should be provided with 
a daily blotter and a_ predetermined 
series of numbers. In cashing checks, 
he should write the customer’s name 
opposite the next number on the blotter, 
and enter the same number on the face 
of every debit. The same method should 
be used by the teller or officer accept- 
ing payments on notes and collections. 


Speeds Up Transit Letters 


You will readily see that the writing 
of your transit letters can be materially 
speeded up because they can be entirely 
written on an adding machine, with suf- 
ficient identification being provided by 
entering in a non-add column the num- 
ber appearing on the face of the debit. 
Should it become necessary to trace 
your endorser for any reason, it would 
only be necessary to refer to the credits 
and blotters for the day in question. 

Before putting such a plan into effect, 
vou should, of course, get in touch with 
the bank to which you send your transit 
items to determine if such a cash letter 
would be satisfactory to them. I am 
sure you will encounter no objection 
hecause of the fact that many banks are 
today using a Recordak system, with 


the result that practically all of the 
large banks are now receiving hundreds 
of undescribed cash letters in the regu- 
lar course of business. 


Single Posting 


Beyond that and, of course, depend- 
ing on the size of your bank, there are 
numerous possibilities for putting time- 
saving plans into effect. Single post- 
ing is definitely in the ascendancy, with 
something in excess of 2,000 banks now 
operating in such a manner. Once in 
effect, it eliminates the need for the 
separate machine-posting of a ledger 
sheet and statement, or the machine- 
posting of the ledger and the balancing 
of passbooks. When the customers be- 
come accustomed to single posting, I am 
sure you will find them enthusiastic 
about it. More than one method is 
available—if you feel that your bank 
is not sufficiently large to justify the 


‘‘Recent years have brought 
us many new and vexing prob- 
lems. Bank income has been 
drastically reduced through con- 
stantly decreasing interest rates, 
and we have all been compelled 
to rely more and more on service 
charges as a part of our operat- 
ing income. Today we are faced 
with a constantly increasing tax 
load, and, as never before, we 
should be seeking every legiti- 
mate means to curtail our costs. 
Since the Wage and Hour Law 
provides us with an additional 
incentive, it seems to me that we 
should undertake to turn poten- 
tial cost into increased net profit 
and, at the same time, solve the 
hour problem,’’ says Mr. Curry 
in the accompanying portion of 
his recent address at district 
meetings of the Wisconsin Bank- 
ers Association. Here he out- 
lines various points of attack in 
solving the overtime problem by 
increased operating efficiency. 
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use of Recordak, good carbon plans can 
be installed. 

Ralph R. Emery, assistant vice-presi- 
dent of the American Trust Company in 
San Francisco, delivered an address on 
June 4, from which I should like to 
quote one paragraph: 

“To me, ‘streamlined,’ as applied to 
bank operations, suggests methods that 
have been planned so that the work 
flows smoothly from its inception to its 
final disposition. It also suggests the 
elimination of all unnecessary opera- 
tions and the simplification of those that 
are necessary. In a business activity as 
complex as banking, and one subject to 
so many laws and regulations, it is dif- 
ficult to refine operations to the point 
where they approach the _ efficient 
methods achieved by major concerns in 
some other lines of business.” 

Notwithstanding the evident truth of 
Mr. Emery’s statement, real economies 
are possible. 


‘‘After October 23 (start of 
the 40-hour week), we must 
either resign ourselves to in- 
creased labor costs or find the 
means to reduce work hours. 

‘‘A proper revision of operat- 
ing methods, looking toward the 
elimination of duplicated effort 
and unnecessary records, will 
generally solve the overtime 
problem and, which is equally 
important, will frequently pro- 
duce a substantial reduction in 
costs. 

*‘Someone in authority, or pos- 
sibly a committee, should begin 
a methodical check of all operat- 
ing methods, approaching the 
problem from the viewpoint of 
finding better and quicker 
methods rather than attempting 
to justify present procedures. 
Obviously, the first point of at- 
tack should be with respect to 
that part of the work which is 
causing the greatest amount of 
trouble at present.’’ 


Save Through New Methods 


The larger banks are gradually adopt- 
ing new proof, transit, and posting 
methods, generally in conjunction with 
greater mechanization. Invariably these 
new methods are based on simplicity, 
and the savings are almost beyond be- 
lief. I know that most interior bankers 
feel that the methods used in the larger 
banks will fail in the smaller ones. This 
is an impression that I believe to be 
without foundation. Essentially, there 
is no difference in the problems, and 
the same refinements that will produce 
a saving for a large institution will pro- 
duce a proportionate saving for a small 
one—and I say that advisedly, for I 
grew up in a small bank. 

Recent years have brought us many 
new and vexing problems. Bank in- 
come has been drastically reduced 
through constantly decreasing interest 
rates, and we have all been compelled 
to rely more and more on service 
charges as a part of our operating in- 
come. Today we are faced with a con- 
stantly increasing tax load, and, as 
never before, we should be seeking every 
legitimate means to curtail our costs; 
and since, as I have said before, the 
Wage and Hour Law provides us with 
an additional incentive, it seems to me 
that we should undertake to turn poten- 
tial cost into increased net profit and, 
at the same time, solve the hour prob- 
lem. 
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MAKE THE PUBLIC LIKE YOUR 
BANK 


THE job of making the public like your 
bank is yours, Mr. Bank Officer. Al- 
most invariably the dislike for bankers 
and banks is caused by a lack of under- 
standing of the problems and methods 
and procedure of banking. When it is 
explained in detail why banks do what 
they do and why bankers act the way 
they do, ninety per cent of the ill will 
created by trouble makers will dis- 
appear. — Ernest L. Pearce, Executive 
Vice-President, The Union National 
Bank, Marquette, Michigan, in a recent 


address. 
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Specialized Services 


for 


Correspondent Banks 


* 
CREDIT INFORMATION 
24-HOUR TRANSIT SERVICE 
FOREIGN TRADE SERVICE 


INVESTMENT ADVISORY SERVICE 


* 


MANUFACTURERS 
TRUST COMPANY 


Principal Office: 55 BROAD STREET, NEW YORK 
68 COMPLETE BANKING OFFICES IN GREATER NEW YORK 


Member Federal Deposit Insurance Corporation 
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The Outlook for 


Foreign Trade 


UR past foreign trade experience 

has not always been happy, as the 

result of pursuing policies with 
respect to tariffs, investments and ex- 
ports which worked at cross purposes. 
When normal conditions again prevail, 
if we wish to sell our surplus crops and 
the goods of our mass production in- 
dustries, we must be willing to open the 
channels of import trade to the United 
States. We must recognize that there 
are only three ways in which foreign 
countries can pay us for the American 
exports we sell them and also service 
their financial obligations to us. These 
three ways are: in goods, in services 
(such as travel) and in gold. The tre- 


JOSEPH C. ROVENSKY 


By JosepH C. ROvENSKY 


Vice-President, The Chase National Bank, 
New York City 


mendous inflow of gold in recent years 
has created a problem of immense dif- 
ficulty in itself and certainly we cannot 
expect that the movement of gold will 
continue indefinitely on a _ one-way 
street. That leaves payment in goods 
and in services as the only truly prac- 
tical means of settling international 
payments. Therefore the intelligent co- 
ordination of our national policies on 
tariffs, on export subsidies and on capi- 
tal investments abroad must become a 
primary objective in developing plans 
for the restoration of international 
trade so that our own country may 
benefit broadly thereby. 

In this ever-changing world, articles 
and materials which once were almost 
indispensable, have disappeared today. 
For example, cochineal, indigo, and 
other vegetable dyestuffs. Ginseng was 
once one of the most widely used drugs: 
today, in most parts of the world it is 
practically unknown. The chemists and 
scientists are constantly bringing forth 
new materials for new uses and for 
substitutes. A great advance has been 
made in the production of artificial rub- 
ber, substitutes for silk, synthetic dye- 
stuffs and chemicals. The great nitrate 
resources of Chile are used today prac- 
tically only for agricultural purposes 
and the bulk of nitrogenous products 
are manufactured from the air by chem- 
ical processes. Hydro-electric develop- 
ment has greatly reduced the tonnage 
of coal that formerly was sent from 
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many nations to other countries over- 
seas; our domestic sources of manga- 
nese and especially potash have ma- 
terially reduced our importations of 
these essential materials so that even if 
the world were at peace and free com- 
merce between nations existed, there 
would still be important changes and 
shifts in the foreign trade of this nation. 


Reciprocal Trade Policy 


During recent years, since world con- 
ditions became greatly disturbed and 
foreign commerce suffered, many na- 
tions adopted various methods to stimu- 
late their dwindling business. At the 
-ame time, as we also were eager to 
develop our commerce and trade rela- 
iions with others, Secretary Hull be- 
ame the advocate of the reciprocal 
trade agreement policy founded on the 
basis of multilateral trade. This policy 
is sound in conception under normal 
conditions, and it has been ably admin- 
istered despite the extreme difficulties 
which have arisen to impede its practi- 
cal operation. Secretary Hull hoped to 
bring merchandise trade back to its nor- 


mal course and to lay the groundwork 
for a gradual return to multilateral 
trade throughout the world. Once the 
conflicts throughout the world have 
subsided, it is to be hoped that his 
policy will receive broader recognition 
and more general application by other 


countries. It is entirely probable, how- 
ever, that before this happens a period 
will intervene when, in order to keep 
our foreign trade going, we, for our 
part, shall also adopt trading practices 
born of expediency and necessity and 
outside the realm of free trade prin- 
ciples and that we shall, because our 
own national welfare is also greatly in- 
volved, lend our assistance and co- 
operation to those countries which play 
the game squarely with us. 

To some degree therefore, we may 
also embrace a policy of barter or com- 
pensation trade, maintaining in so far 
as possible the continuance of reciprocal 
trade agreements where the position of 
the other countries permits a free inter- 
change of goods on a multilateral basis. 


Finance Awaits Sanity 


The question of finance is a vital 
factor as it has been in the past, and 
will be with even greater importance in 
the future. The United States is a 
creditor nation. The rest of the world 
is very much in debt to us. We possess 
a great amount of the world’s tangible 
and productive wealth. We are faced 
with the necessity of employing these 
capital assets and, under reasonable 
conditions, we are willing to risk our 
capital abroad, which makes for our 
ability to increase the world’s produc- 
tivity and to extend the sales of our 
goods. 

Faced as we shall be with an im- 
poverished world, with capital seriously 
impaired, there must at least be a period 
of watchfulness and study for, until 
the world returns to sanity and funda- 
mental honesty, it cannot be expected 
that we shall add to our sorrowful ex- 
periences of the past and pour our re- 
sources into quicksand. 

I have been told of an incident that 
occurred while General Wood was Gov- 
ernor General of Cuba. He was asked 
when we would withdraw our supervis- 
ion of the island and he replied that as 
soon as conditions became stable it 
would be done. Upon further question- 
ing as to what indications he would 
require to show that stability had re- 
turned, General Wood stated, “When 
capital will seek investment at normal 
rates of interest.” 


‘‘The intelligent codrdination 
ef our national policies on tar- 
iffs, on export subsidies and on 
capital investments abroad must 
become a primary objective in 
developing plans for the restora- 
tion of international trade so 
that cur own country may bene- 
fit broadly thereby,’’ counsels 
Mr. Rovensky in the accompany- 
ing portion of his recent address 
at the bankers session of the 
National Foreign Trade Con- 
vention. 
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Foreign Department Problems 


There would be little point for 
bankers to weep on each other’s 
shoulders over problems that beset us, 
especially for the executives of foreign 
departments who are facing the most 
chaotic times they have ever seen. We 
reluctantly must conclude that, through 
no fault of ours, we practically are wit- 
nessing the elimination of the credit 
factor. Our work is reduced to that of 
a service bureau; even the administer- 
ing of the routine banking transactions 
such as the handling of documents, let- 
ters of credit, collections and transfer 
of funds are fraught with difficulties of 
every imaginable character and with 
the necessity for carefully wending one’s 
way through a mass of laws and regula- 
tions. We must contend with mounting 
expenses and dwindling returns. Ship- 
ping is disrupted and communications 
severed. 

But despite all this, to the best of our 
ability we must carry on those neces- 
sary functions which are ours in the 
processes of foreign trade and lend our 
assistance to the manufacturers and 
merchants of our country in handling 
their business and helping develop the 
relationships of our many friends 
abroad. 


Hemispheric Solidarity 


This affords me the opportunity to 
speak again on the subject of North 
and South American hemispheric soli- 


darity. Among the lessons the past 
year has so gruesomely brought to us 
and, I think, to all of the nations of 
the Americas, is the fact that it is abso- 
lutely a question of “united we stand; 
divided we fall.” I thoroughly under- 
stand that no matter how strong the 
desire might be, it is impossible for the 
countries of these two continents to live 
entirely to themselves, since they must 
of necessity carry on some trade with 
other parts of the world. But if we 
were to adopt a determined policy be- 
tween us that, “I will be number one 
with you if you will be number one 
with me,” we could be of great assist- 
ance to each other and we could tre- 


mendously increase our trade and ma- 
terially stimulate mutual development. 
It would require great energy, patience, 
and studies of our respective problems, 
but the results would certainly be 
worth it. 

There is a job to be done on tin: first, 
to increase the production of tin ores 
in South America and, second, to create 
refining facilities in this country to 
make the Western Hemisphere self- 
sufficient in this essential metal. There 
is a job to be done on rubber, to de- 
velop production of crude rubber in 
South America so that our two con- 
tinents will become independent of out- 
side sources for this vital product. 

There is a job to be done in the pro- 
duction of handicraft articles by nation: 
in Central and South America whicli 
can readily find markets in our countr). 
And there is an even greater job to be 
done in developing the natural resource; 
and agricultural and industrial possi- 
bilities which exist in many of our 
neighboring countries. Individually and 
collectively we should bend our every 
effort toward the attainment of these 
objectives and I sincerely hope that we 
shall all embrace this great opportunity 
for further codperation within the 
Americas. That will take team work 
of the highest calibre, but it can be 
done! 

© 


SounD agricultural loans can only be 
those which scientific research has 
shown will “up” the income of the 
farmer-borrower, thus increasing the 
number of people in your community 
who create new wealth. A loan which 
does not result in a profit for the bor- 
rower will not pay dividends to the 
stockholders or build good will for the 
lending institution. If your bank is to 
succeed in a rural community, farmers 
must practice their handwriting more, 
endorsing checks received from farm 
produce, and less signing of notes, con- 
ditional sales contracts and chattel 
mortgages.—A. D. Carew, Agricultural 
Agent for Green Lake County, Green 
Lake, Wisconsin, in an address at recent 
Wisconsin AIB convention. 
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A Positive Check on 


Public Expenditures 


ANKERS are interested in the con- 
] trol of government expenditures 

from two angles—as bankers and 
as taxpayers. As bankers they are 
large investors in public bond issues, 
trustees of other people’s money, and 
depositories for government funds. As 
taxpayers, they want to know that their 
covernment is being operated economi- 
cally, efficiently, and honestly. Pre- 
sumably, then, bankers may be inter- 
ested in learning how New York State 
has applied to its expenditures of al- 
most $400,00u,000 a year, a control 
system comparable to the best utilized 
by banking and industry. 

A constitutional amendment in 1938 
placing upon the Comptroller responsi- 
bility for approving all expenditures of 
state funds or funds in control of the 
state in advance of payment is indica- 
tive of the taxpayers’ demand that all 
possible leaks be stopped. At the same 
time, from an operating standpoint, it 
necessitated scrapping the system of 
control which had been in effect, and 
removed one of the principal stumbling 
blocks to the establishment of a system 
which would provide absolute control, 
efficiency and economy. That stumbling 
block, which, incidentally, is common to 
most government entities, is the divi- 
sion of responsibility and the conflicting 
rules regulating expenditures. By plac- 
ing full responsibility for approval in 
advance of payment in the Comptroller, 
conflicting authorities and conflicting 
legislative regulations were eliminated. 
_ Nevertheless the problem of develop- 
ing an adequate system for New York 
State was of considerable magnitude. 


By Morris S. TREMAINE 
Comptroller, State of New York 


For example, our gross expenditures 
aggregate almost $400,000,000 a year, 
exclusive of unemployment insurance 
and other funds outside of the State 
Treasury. These expenditures are in- 
itiated in 21 departments and several 
hundred agencies and involve the re- 
ceipts and disbursements of some 400 
special funds. They require some 2.,- 
500,000 separate vouchers and checks 
issued in payment. Aside from this, 
unemployment insurance benefit pay- 
ments aggregate over 6,000,000 separ- 


In an article in the September 
issue of THE BANKERS 
MAGAZINE, George W. Brooks, 
vice-president of The National 
Bark and Trust Company of 
Norwich, New York, outlined the 
experience and achievements of 
various taxpayer groups striv- 
ing for economic and efficient 
operation of local government— 
a movement with which bankers, 
both as investors and taxpayers, 
are vitally concerned. 

In the accompanying article, 
the Comptroller of the State of 
New York describes his State’s 
system of securing a positive 
check on all expenditures of 
public funds — a system and 
objective of real interest to 
bankers. 
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ate disbursements annually. Finally, 
the audit must cover not only purchases 
of goods and services, contracts, pay- 
rolls, State aid for education, health, 
highways and public thoroughfares, but 
also tax payments, fines, assistance to 
the aged, to the blind, and to depend- 
ent children, abandoned funds, refunds, 
and many other items. 

Also to be taken into consideration 
are the prior controls set up by law. 
New York State operates on a “line- 
item” budget, which means that an 
appropriation must be made and ap- 
proved covering every type of expendi- 
ture for every department, institution, 
and agency. The “line-item” estimates 
prepared by the agencies are subject to 
revision or approval by the Governor 
and Budget Director. Next, they receive 
statutory approval from the legislators, 
and when the budget is enacted the 
“line-item” appropriation becomes the 
original control figure, to which all ex- 
penditures must conform. A _ further 
control exists in the Division of Stan- 
dards and Purchase which acts not only 
as purchasing agent for the State, but 
standardizes and consolidates the re- 
quirements for purchases by the agen- 


“It is not the purpose of this 
article to bore its readers with a 
detailed description of proced- 
ure. Rather, its objective is to 
indicate to the taxpayer and the 
banker the significance of a sys- 
tem which not only verifies in 
advance all expenditures of 
State funds, but which also has 
resulted in operating economies. 
These economies, which are all 
too rare in government, but to 
which a taxpayer is seldom in- 
different, may not be unusual in 
large banking or industrial or- 
ganizations. However, banking 
and business seldom base their 
controls upon pre-audit, and 
consequently a system efficiently 
carrying out this principle in 
practice may be news to them.”’ 


cies. Under the constitutional amend- 
ment, the final control lies with the 
Comptroller who now has the author- 
ity to approve or disapprove the ex- 
penditure in advance if for any legal 
reason it appears to deviate from the 
intention as set forth in the budget. 
These facts, as outlined, constitute the 
principal specifications for the system 
which had to be developed. Beyond 
that, of course, good business required 
that it be efficient, eliminating duplica- 
tion of work and assuring prompt pay- 
ments, and that it be economical. 


Reorganization of System 


In seeking a solution, the Comp- 
troller’s Department quite naturally 
sought expert advice from independent 
authorities and from the manufacturers 
of accounting and disbursement systems. 
Under the guidance of the accountins 
firm of Meech, Harmon, Lytle & Black- 
more of Buffalo, the Comptroller’s office 
was completely reorganized so as to 
lodge the new responsibilities in a Di- 
vision of Audits and Accounts. This 
Division was in turn divided into three 
bureaus, Office Audit, Field Audit, and 
Accounts, the purpose of which was to 
centralize the authority and work, and 
to provide an organization, each depart- 
ment and individual of which would 
have clearly defined duties and respon- 
sibilities. For efficiency and economy, 
it was found necessary to standardize 
the procedure and forms used insofar 
as possible. Today, the procedure is 
fundamentally the same for all types 
of disbursements, and where several 
hundred different forms were used in 
the past a dozen or so are now all that 
are required. 


Standardized Checks and Forms 


For example, the State maintains 
accounts in a large number of banks 
and payments are made from a variety 
of funds. To simplify routine and 
make possible the use of machine equip- 
ment, all check forms are now stan- 
dardized. Uniform Protod Pantagraph 
checks are used for all funds and easy 
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identification as to fund or account 
drawn upon is made possible by utiliz- 
ing ten different background colors and 
four inks for imprinting. Coincident 
with uniformity and easy identification, 
the checks provide safeguards against 
fraudulent manipulation, and are de- 
signed to permit mechanical prepara- 
tion, the use of window envelopes for 
mailing, and the dispensing with letters 
of transmittal. Nor has the advertising 
value of checks been overlooked. The 
hackground design of the check is 
utilized to display scenic views of the 
State and to promote the slogan “The 
State That Has Everything.” 

We also found that in many instances 
a single form could be used for several 
purposes, if made up with four or five 
copies, and thereby eliminate extra typ- 
ing or posting operations. “Snap-out” 
binding margins and one-time carbons 
eave us the necessary accuracy and legi- 

Centralization, proper organization, 
and standardization have been enu- 
merated as three important factors of 
the system. The fourth is use of ma- 
chine equipment wherever that would 
contribute to safety and efficiency. The 
Comptroller’s office utilizes machines 
for bookkeeping, proving of mathemati- 
cal extensions, addressing, check prepa- 
ration and disbursement, wherever it 
appears desirable. As an illustration, 
the writing of the amount and the 
countersigning of all expense checks is 
performed as a single operation by ma- 
chines which also control the check is- 
suance by listing check numbers and 
amounts, accumulating the totals and 
registering the number of checks signed. 


Combined Audit and Check Prep- 
aration 


The final and perhaps most impor- 
tant factor of the system now in use is 
the combining of the audit procedure 
with the actual preparation of the 
voucher checks themselves. In this all 
of the factors mentioned above play a 
part. Once a purchase order has been 
verified as authorized under the “line- 
item” budget and the purchase regula- 
tions, and once a voucher has been 


checked as to conformity with the or- 
der, proof of delivery and mathematical 
correctness, each step in check prepara- 
tion constitutes a control over the 
State’s money. While the use of a pro- 
duction line technique and the careful 
scheduling of work greatly reduces the 
possibility of error, the controls estab- 
lished at every step are such that any 
error in payment or attempted. misuse 
of funds could be traced quickly and 
exactly. 

It is not the purpose of this article 
to bore its readers with a detailed de- 
scription of the procedure, which has 
been in operation since last fall. (A 
book describing the system in detail has 
recently been published by the Todd 
Company of Rochester, N. Y.) Rather, 
its objective is to indicate to the tax- 
payer and the banker the significance 
of a system which not only verifies in 
advance all expenditures of State funds, 
but which also has resulted in operating 
economies. These economies, which are 
all too rare in government, but to which 
a taxpayer is seldom indifferent, may 
not be unusual in large banking or in- 
dustrial organizations. However, bank- 
ing and business seldom base their con- 
trols upon preaudit, and consequently 
a system efficiently carrying out this 
principle in practice may be news to 
them. 

© 


Hep Americans analyze the genius of 
America. See that your employes are 
thoroughly well trained in an under- 
standing of America’s basic economic 
problems. Reach out to your own cus- 
tomers to make sure that they have this 
same understanding. Join hands with 
other institutions in an intelligent pro- 
gram to bring to the people of America 
an appreciation of their great heritage. 
Whether this be done through the press, 
over the air, or in meetings in smaller 
communities throughout the nation, 
once you undertake the program the 
appropriate method will be discovered. 
—Dr. Adam S. Bennion, Assistant to 
President, Utah Power & Light Com- 
rany, Salt Lake City, in a recent ad- 
dress. 
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IN 


WASHINGTON 


By Our 


WASHINGTON CORRESPONDENT 


HE last month has been largely 

concerned with the broad aspects 

of taxes, amortization, bankable 
contracts, an increased capital for the 
Export-Import Bank—and politics. But 
banking situations have developed 
within the huge, sprawling Federal su- 
pervisory machine, even though they 
have not achieved much mention in the 
daily newspapers. 

A quick glance over matters primarily 
affecting banking, concerning personal- 
ities and programs, includes the releas- 
ing of a report on small business credit 
needs, an attempt to bring up for con- 
sideration the Federal Deposit Insur- 
ance bill providing for a reduction of 
assessments, a significant speech by 
Wage-Hour Administrator Fleming to 
bankers, the according of dual respon- 
sibilities to Jesse H. Jones, and a pos- 
sible warning by Deputy Comptroller of 
the Currency Cyril Upham. 

To this correspondent’s way of think- 
ing, of all the developments having sig- 
nificance, the comments of Adminis- 
trator Fleming, being official, seem to 
warrant the closest scrutiny by bankers 
everywhere. The official text of Col. 
Fleming’s talk to the Iowa Bankers As- 
sociation was released here and financial 
writers generally sent out short excerpts 
from it. Somehow, the fact that the 
Wage-Hour Administrator proposed that 
bankers should aid his inspectors in de- 
tecting violations of the law went un- 
mentioned. The bankers should, he 
proposed, ask borrowers if they are ob- 
serving the wage-hour act. He even 
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pointed out that to make loans to vio- 
lators of the law might impair the se- 
curity of the loan. 

It should be noted, in fairness, that 
Col. Fleming did not put his suggestions 
directly, but rather by way of illustra- 
tion. He told of an inspector of his 
division who “was talking one day to 
the president of a bank and in the course 
of the conversation the inspector in- 
quired whether the bank made inquiry. 
in making loans, as to the status of its 
clients under the Wage and Hour law.” 
The bank president told the inspector: 
“No, we aren’t interested in that. So 
far as the bank is concerned we are 
complying with the law, but it isn’t our 
business to help you enforce it. That’s 
your job.” 

The Wage-Hour inspector, however. 
reminded the bank president that “i 
you made a loan of say $5,000 to one 
of your local manufacturers and it later 
developed that he had not been comply- 
ing with the law, and one of our in- 
spectors should come along and this 
manufacturer would have to make res- 
titution of $4,000 or $5,000 to his em- 
ployes, you might decide that fact had 
some relationship to the validity of your 
loan.” The unnamed banker “since that 
time has not only been inquiring into 
the extent of their clients’ compliance 
with the Wage and Hour law, but the 
president has been advising all of his 
banker friends to do the same.” Col. 
Fleming thought that this was an excel- 
lent idea. He praised it. 

It is wondered if this banker, and 
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others, fully appreciate the unsavory 
position in which they thus place them- 
selves. Does the good Colonel, in effect, 
want the bankers to serve as his “in- 
formers,” or “stooges”? It is also 
wondered if bankers do not have enough 
trouble with this same Fair Labor 
Standards Act, which obviously was not 
designed to concern them, without go- 
ing out of their way to incur further ill 
will. It is also wondered if the long 
iaught relationship of confidence be- 
tween bankers and their customers is 
now to be discarded? In a recent case 
before the District of Columbia Supreme 
Court it was asserted, and the court 
concurred, that such a confidential re- 
lationship relative to bank loans should 
be protected. However, how can such 
a Close relationship be protected if bank 
borrowers are to be questioned on their 
compliance with the law, which, ob- 
viously, is a different problem? And, 
it might be added, what of the collateral 
for a bank loan in the case cited? Many 
other questions could easily be raised. 


FDIC Revision 
Whether Chairman of the House 


Banking Committee Steagall will again 
seek to bring his deposit insurance act 
revision up for consideration, now ap- 
pears problematical, since there has de- 
veloped a drive for Congressional ad- 
journment. A hearing on this much 
desired bill was recently scheduled, but 
FDIC Chairman Leo Crowley was not 
in the city to explain officially his 
agency’s position on the measure. The 
committee therefore again postponed 
action and turned its attention to minor 
bills. Later, doubt was expressed if 
there would again be time to consider 
the proposal. Many bankers, especially 
the larger institutions, have earnestly 
sought for favorable action on this bill. 
They desired to have their assessments 
lowered as promised by the bill and as 
favorably accepted by Chairman Crow- 
ley in a recent report. There are other 
important features of the Steagall meas- 
ure, which have been mentioned from 
time to time in these columns, but lower 
bank insurance assessments are of chief 
importance. 
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Small Business Credit 


Senator O’Mahoney, Chairman of the 
Temporary National Economic Commit- 
tee, finally made public the survey 
which Peter Nehemkis, Jr., conducted 
on the need for more liberal credit for 
small business enterprises. The report 
itself is not as yet widely available, be- 
ing in the process of printing, but file 
copies have been reviewed. In the main, 
the document contains nothing new. In 
fact Mr. Nehemkis well outlined the 
material in an address which he gave 
several months ago to an audience in 
New Jersey. However, there is much 
to commend in the work of this Secu- 
rities and Exchange attorney. A por- 
tion of the volume deals with surveys 
in various parts of the country where 
investigators interviewed both bankers 
and business interests on the question 
of credit. 

While the Nehemkis report makes no 
specific recommendations, it is thought 
provoking and stimulating. It is criti- 
cal but not antagonistic to bankers. It 
admits that bankers have been criticized 
unfairly for not making loans which 
they could not make under existing 
laws. It does suggest that new rules 
and new surveys may be needed which 
will give bankers a better understanding 
of this type of loan and the value as 
well as the hazards connected with it. 

Mention is made of the Mead bills 
for establishing an industrial loan cor- 
poration as well as the recommendation 
of SEC Chairman Jerome Frank for es- 
tablishing industrial credit banks. This 
reference brought from Senator James 
Mead the statement that he still expected 
to see enacted, at this session of Con- 
gress, one of his small loan bills. 


Jesse Jones 


Federal Lending Administrator Jesse 
Jones has now become Secretary of 
Commerce. He is to hold the dual office 
by special permission of Congress. The 
permissive bill specifically mentions his 
name, hence does not grant a continu- 
ing precedent. The salary of Mr. Jones 
for carrying this dual responsibility will 
be that of a Cabinet official which is 
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slightly higher than that of an Admin- 
istrator. Both Senate and House voted 
this honor unanimously which is in the 
nature of a personal achievement for 
the Texas banker. He has attained es- 
pecial skill in his relationship with 
Congressmen and obviously his popu- 
larity is high. 

The fact that the Export-Import Bank 
is a corporation which comes under the 
sphere of influence of Jesse Jones had 
much to.do with the favorable passage 
of the new bill to grant an additional 
half billion dollars to the bank for 
South American loans. The bill was 
not popular and was bitterly criticized 
during its consideration. It can be 
doubted if it would have been passed 
had it not been felt that Mr. Jones 
would see to it that the power to loan 
American dollars to South American 
nations would not be abused. Whether 
that is sound philosophy may be 
doubted. 


Conscription Problems 


Now that the conscription bill is law 
and young men are registering for peace 
time military services, it may be ex- 
nected that many bank employes will 
be called and problems arising in con- 
nection with credit will have to be faced. 
Various provisions are included in this 
bill designed to protect the draftees and, 
at the same time, give some assurance 
to creditors that obligations will be ful- 
filled. In the main, the courts are em- 
powered to postpone the fulfillment of 
contracts due to military service, except 
that arrangements for responsibility as 
to payments of notes and other obliga- 
tions may be worked out between 
creditors and debtors. 

The Social Service Act is probably 
to be amended so that there shall be 
no loss in benefits to those conscripted. 
It is not, at this writing, entirely clear 
just how this will be worked out. The 
general aim of amendments now con- 
sidered is to guard against loss of in- 
come following a year of military serv- 
ice. The Government may share in the 
responsibility for making regular pay- 
ments. 
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Bankable Contracts 


The bankable contracts bill, as pro- 
posed by Administration officials, when 
finally passed and signed, will aid many 
institutions, it is said. All types of 
Government contracts can be assigned 
down to as low as $3,000. There are 
some provisions in the measure of a 
technical nature, but not forbidding and 
not difficult to comply with. The fact 
that a wide variety of contracts can thus 
be utilized for credit purposes has 
brought expressions of interest from 
many bankers. 


Branch Banking 


Always of interest to bankers is the 
perpetual conflict going on over branch 
banking. At this writing the Michigan 
branch banking proposal still remains 
undetermined. This provides for a 
state-wide national banking system 
which is opposed by many state bankers 
of Michigan. Republican Senators and 
Representatives have opposed while a 
Democratic Senator has favored. Comp- 
troller of the Currency Delano has post- 
poned action. 

A single case in the State of Wash- 
ington, where a Transamerica controlled 
bank would place a branch near a state 
bank, likewise remains undetermined 
since the state institution has strenu- 
ously objected. The branch may not 
be granted. The fact that considerable 
publicity has been accorded this situa- 
tion has doubtless acted as a brake on 
a quick decision. 


Bank of the Future 


First Deputy Comptroller of the Cur- 
rency, Dr. Upham, foresees the “bank 
of the future” as an entirely different 
type of institutions than the one known 
today. In an address he fails to clearly 
outline that bank of the future but sug- 
gests that it will be the product of “evo- 
lution rather than revolution.” He does 
gently warn, however, against profits at 
the expense of fair dealing to the de- 
positor and the borrower and he does 
seem to favor ‘broader ownership of 
banks through wider distribution of 
bank stock. 
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Bank Officers are invited to send for a copy of our 
booklet-portfolio, which explains Old Republic’s simple, prac- 


tical plan of insuring personal 

loans against the death of bor- 

rowers. The plan is in successful pad wood 
operation in hundreds of com- [ ———« 
mercial banks in 32 states from Ns Ured 
New York to California. It costs 

a bank nothing to install and One ig RePub 


operate this plan. ‘Clin, Company 


Old Republic 


Credit Life 
Insurance 


The pioneer in 


adapting credit life 


insurance to the needs 
of commercial banks 


with personal loan 


departments. 


309 WEST JACKSON BOULEVARD. - CHICAGO, iLLINOIS 


THE BANKERS MAGAZINE for October, 1940 315 





ON THE 


WEST COAST 


By JOHN FARNHAM 


S the President signs the Conscrip- 
AN tion Act putting men up to 36 years 

on call, it seems unlikely that 
Western banks will face any very seri- 
ous problems as a result. Most install- 
ment loan officers doubt that more than 
about 1 per cent of their outstandings 
will be affected and they are inclined 
to go along with any reasonable sort 
of moratoria on the debts of men in- 
ducted into the armed services. Also, 
they feel that whatever adverse efiect 
the draft has on current outstandings 
will be more than made up by an in- 
crease in future business resulting from 
a general increase in industrial activity 
following in the wake of the armament 
drive. The effect of conscription on 
personnel is less clear. Taking all 
banks together, an over-all percentage 
of men taken for the service will amount 
to very little, but in some individual 
cases where banks have sought to keep 
young staffs, there may be serious 
trouble. Beyond this there is a feeling 
among some banks that for the future, 
provided that conscription for a ‘year’s 
military service becomes a normal part 
of American life, one qualification for 
employment should be that the indi- 
vidual has completed his year of 
service. 


Transportation and Banking 


The increasing use of high speed 
transportation, which was recently un- 
derlined by the Bank of America’s an- 
nouncement that it was prepared to 
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finance airplane purchases on an in- 
stallment plan similar to that in effect 
for automobiles, is probably the out- 
standing Western economic develop- 
ment of the past ten years and its force 
is likely to become more rather than 
less dynamic in the decade ahead. Im- 
mediately, it has resulted in slowing the 
growth of many Western cities to less 
than their birth rates and has stimu- 
lated housing construction in outlying 
areas to boom proportions. As yet in- 
dustry has not tended to follow this 
trend and from this a banking paradox 
is developing, which, it would seem, 
must sooner or later force structural 
changes in the banking system. Thus 
while country bank loan portfolios are 
steadily increasing and in many cases 
have already increased to the maximum 
of prudent limits, country bank de- 
posits have shown a tendency to level 
off. Conversely, city bank deposits 
continue to expand while loans continue 
to decline. 

During the 1920’s it was generally 
stated, and was often true, that branch 
banking tended to siphon deposits out 
of the small community into the large. 
For that reason small communities op- 
posed its expansion. It may now be 
true that branch banking will work in 
the reverse of this by drawing deposits 
from the cities into the country. In- 
deed, it is certainly true that where once 
the branch systems sought to expand 
in order to increase deposit totals, they 
now seek to expand in order to increase 
their loan portfolios. Where this change 
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in orientation may lead Western bank- 
ing is not clear, but that it offers inter- 
esting possibilities cannot be doubted. 


Saturday Closing 


Following a three months’ trial end- 
ing with the Labor Day week-end, Sat- 
urday bank closing has been abandoned 
in California and it probably will not 
be revived. Closing was not attempted, 
except for a few scattered exceptions, 
in the southern half of the state and, 
while at first it was general in the 
north, a good many banks did not com- 
plete the full three months’ trial. The 
public, particularly that portion made 
up of the small merchant class, was 
deeply resentful, and even many bank- 
ers themselves weren’t sold on the idea 
of a five day week. If the experiment 
has taught anything, which is doubtful, 
it is that bankers must learn that before 
a radical change in policy is attempted, 
the public must be convinced through 
a campaign of education that the change 
is in the public’s interest as well as in 
the interests of the banks involved. 


Investment Banking Outlook 


That best informed Western invest- 
ment bankers do not expect any marked 
revival in the capital markets was indi- 
cated this month by the consolidation 
of the two important firms of Dean 
Witter & Co., and William Cavalier & 
Co., both of which had San Francisco 
headquarters. Six months ago it was 
expected that by the first of 1941, re- 
gardless of the result of the election, 
a revival in both stock exchange activity 
and new financing was to be expected 
and securities people were optimistic. 
What has changed their attitude is the 
judgment that whatever the ideology of 
the next Washington Administration 
may turn out to be, the Government is 
going to handle more and more of in- 
dustry’s capital requirements through 
its loan agencies. It is pointed out that 
so long as the Treasury must follow a 
policy of deficit financing, as it cer- 
tainly must in the foreseeable future, it 
is going to pursue an easy money 


policy. One facet of this is to keep the 
demand for Government obligations 
buoyant and that means that the com- 
petition in the money markets by pri- 
vate borrowers must be kept at a mini- 
mum. The surest way to do that is to 
offer the private borrower entitled to 
funds at 5, 6, or 7 per cent, money at 
2, 3 or 4 per cent instead. The thing 
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More profits 
and good will 
for your bank... 


That the average city bank can make a 
profit and increase good will by a properly 
organized “‘smali loan department” has been 
clearly demonstrated by banks that have 
succeeded in this field. 


A working manual for bankers who would 
repeat these successes will be found in 


INCREASING 
PERSONAL 
LOAN 
BUSINESS 


By R. E. DOAN 
and 


G. F. FOLEY 


The authors of this book have had years 
of practical experience in developing a small 
loan department in the Denver National 
Bank. They are also the originators of the 
nationally known “Denver Plan” for liqui- 
dating retail charge accounts which is fully 
described in this book. 


Your name and address on the coupon 
below will bring this new book te your desk 
on 5 days’ approval. 


BANKERS PUBLISHING CO. 
465 Main St., Cambridge, Mass. 


Please send me jon approval a copy of 
“Increasing Personal Loan Business” by 
Doan and Foley. At the end of 5 days I 
will either remit $2.50 or return the book. 


of course runs on in an endless cycle 
for the more the Government lends the 
more it must borrow and the more it 
borrows the longer it must maintain 
easy money. Since no one has yet dis- 
covered the secret of perpetual motion, 
there will be an end to this eventually, 
but in the meantime, the Western se- 
curity business doesn’t look for an 
immediate return of anything closely re- 
sembling prosperity. 


Pension Movement Dies 


When the history of 1940 is written, 
it will probably be noted that when 
Hitler marched into the Low Countries 
in May he dealt a death blow to the 
old age pension movement. Up until 
last spring the general thesis of Town- 
sendism was a moving and powerful 
political force in every Western state. 
In Colorado, the old folks were in vir- 
tual control of the state government. 
Things weren’t quite that bad anywhere 
else, but everywhere the politician who 
flatly denounced the Alice-in-Wonder- 
land economics of the pension planners 
was almost certain to be retired to pri- 
vate life at the end of his term of office. 
Now all that is changed. Pensions are 
no longer important. 

To men whose political careers have 
been founded on the votes of the aged 
and aging this must be discouraging. 
But, for that matter, all politicians in 
the West are frightened for the future 
these days. A strong tide is running 
and what it will sweep up onto the 
beaches next November no one can tell. 
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THE banks of America must make sure 
that they are preparing to serve every 
possible financial, social and economic 
need of our country. Bankers must get 
out of the swivel chair and intelligently 
and sympathetically convey to the 
people that privately owned banks in 
America have the understanding and 
capacity to meet changing conditions 
as we are finding them today.—Linton 
E. Allen, President, Florida Bankers 
Association, and President, First Na- 
tional Bank, Orlando, Florida, in a re- 
cent address. 
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Investment 
and Finanee 


Epitep By OSCAR LASDON 


Conseription of Wealth 


AYMENT for the cost of our pre- 

paredness program must and can 

only be made through partial con- 
scription of income rather than achieved 
through an ill-advised program of con- 
scription of wealth. Conscription of 
income, of course, is nothing new and 
has been with us since World War days 
when an amendment to the Constitution 
authorized income taxation. As income 
levies are raised, conscription of earn- 
ings becomes more marked. 

On the other hand, how can there be 
any practical “drafting” of wealth? 
John Citizen has tangible and intangible 
assets. He may own 50 acres of farm 
land, have his own home, an automobile, 
livestock, a factory, all of which are 
worth something. Valuation of any or 
all of these items is exceedingly diffi- 
cult and any attempt on the part of the 
Government to conscript a portion of 
these items in the form of money (which 
is the only practicable method of pay- 
ment) would, among other results, 
cause severe repercussion in our eco- 
nomic system. It would result in a ter- 
rific deflation of values, the like of 
which has not yet been seen. 

It must be realized that the effective 
method of dealing with the present sit- 
uation, and the most efficient and satis- 
factory procedure that we know, lies in 
the securing by the Government of part 
of the nation’s annual productivity. And 
this, in effect, is what our income taxes 
accomplish. 


If we ever inaugurate a capital levy 
we will deal a death blow to private 
production, and our economic society 
as it now exists will be replaced by a 
system now happily foreign to the 
American people. 


—_ 


TRUST FUND INVESTMENTS 


At a recent regional trust conference 
held in Salt Lake City, Edward C. Bar- 
rett, Comptroller of the California In- 
stitute of Technology, made a number 
of interesting comments relating to 
present day problems in investing trust 
and endowment funds. Pointing out that 
the pronounced fall in interest rates 
has been a matter of serious concern to 
trustees of endowment funds, he indi- 
cated that the calling of bonds bearing 
5 per cent and 4 per cent rates of in- 
terest, and their ultimate replacement 
by 3 per cent issues, has resulted in a 
material diminution of trust fund in- 
come. 

As to the methods adopted by trustees 
to meet this situation, it was noted that 
educational institutions have reduced 
their holdings of fixed-income obliga- 
tions and have expanded their holdings 
of preferred and common stocks as well 
as real estate investments. A tabular 
summary of some of the figures cited 
by Mr. Barrett, from the Report of The 
Financial Advisory Service of the 
American Council on Education, illus- 
trates this trend. 
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PERCENTAGE DISTRIBUTION OF FUNDS OF 39 INSTITUTIONS 


Real 
Estate 
1930 1939 
Per Per 
Cent 

3.6 

4.6 


Size of Portfolio Bonds 
1930 
Per 
Cent 
59.7 
57.3 
28.4 


Over $15,000,000 .... 
$2,000,000-$15,000,000 . 
Under $2,000,000 


A further tabulation shows that 110 
institutions diversified their holdings, as 
of June 30, 1939, as follows: 


Per Cent 


Preferred stocks 
Common stocks 
Mortgages 

Real estate 
Miscellaneous 


Attention was also directed to an 
analysis prepared by K. D. Cahn, econ- 
omist of the Chicago Tribune, which de- 
tailed the extent of stock investments of 
twelve of the nation’s leading univer- 
sities. (See table below.) 

It is observed that the rate of return 
on endowments of 45 typical institutions 
fell from 5.14 per cent in 1926 to 4.3 
per cent in 1939. In this connection, 
Mr. Barrett remarks that “The present 
rate of return in all these institutions is 
of course substantially lower than that 
of earlier years. So far the institutions 
have been able to meet this loss of in- 
come by increased endowment and other 
means. How long this can go on no 
one can fortell. Nevertheless, there are 
a good many optimists among us and 
by optimists I mean those who believe 
not only that the flow of endowments 


Amount of Funds to Which 


Brown University 
Carnegie Tech 
University of Chicago 
Cornell University 
Dartmouth College 
Harvard University 
Johns Hopkins 
Northwestern University 
Princeton University 
Stanford University 
Vanderbilt University 
Yale University 
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1939 
Per 
Cent 
45.5 
45.5 


19.5 


Common 
Stocks 
1930 1939 1930 1939 
Per Per Per Per 
Cent Cent Cent Cent 
3.5 8.6 92 24.8 
Eis? 19.7 78 23.4 
1.6 6.4 $0 187 


Preferred 


Stocks Mortgages 


1930 1939 
Per Per 
Cent Cent 


10.1 4.3 
11.9 7.8 


56.5 22.0 


and gifts, though it may grow sluggish, 
will not entirely dry up, but also that 
in one way or another institutions which 
are believed to be of real worth to so- 
ciety will survive in our country as they 
have for century after century in others, 
whatever may prove to be the method 
of their support.” 


THE GOLD PROBLEM AGAIN 


Amidst the wide-spread pessimism 
currently expressed in many quarters 
concerning the future of gold, Dr. Ar- 
thur W. Crawford, Washington econo- 
mist, expresses the belief that utilization 
of the vast American gold stock without 
loss of value is at least a fair possibil- 
ity. The major uncertainty naturally 
arises out of future German policies, 
states Dr. Crawford in his volume 
“Monetary Management Under the New 
Deal,” published by the American Coun- 
cil on Public Affairs, Washington, D. C. 


The author points out that while the 
gold standard, as once known, has be- 
come obsolete, and while the future of 
the metal offers many problems, the 
status of gold does not appear hopeless. 
After all, it is hoped that at some time 
world conditions will become more nor- 


Percentage of Funds 
Invested in Stocks 

43.2 

4.0 

94.1 

48.3 

48.7 

35.3 

24.6 

21.05 

37.6 

18.3 

12.5 

59.1 


Study Applies 
$11,500,000 
16,000,000 
77,000,000 
33,000,000 
15,000,000 
134,000,000 
31,000,000 
28,000,000 
30,000,000 
32,000,000 
23,000,000 
89,000,000 
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mal and the lop-sided flow of gold to 
this country will undergo correction. 

“The major uncertainty,” contends 
Dr. Crawford, “grows out of a threat- 
ened extension of the power of Germany 
and other totalitarian nations in the 
future world economy. Germany is ex- 
pected to expand its barter agreements 
under a program involving complete 
control of exchange and of the move- 
ment and prices of commodities. World 
trade, in the sphere of German influence, 
will revolve around the reichsmark. If 
gold is used in the settlement of inter- 
national balances, Germany would like 
to determine its value. The ideas of 
Germany as to the proper value of gold 
may be modified by considerations 
growing out of the stocks of gold held 
by nations which have come under its 
domination. Undoubtedly, Germany 
will desire to carry on extensive trade 
with the United States and in return for 
a market favorable to its products may 
refrain from any action which would 
destroy or reduce the value of gold as a 
medium of international exchange.” 

Gold is likely to be retained as the 
foundation of the American monetary 
mechanism because, after all, we are in 
possession of $21,000,000,000 of the 
metal, or over two-thirds of the world’s 
stocks. Dr. Crawford further notes that, 
under present trends, gold is no longer 
likely to be an automatic regulator of 
values; instead, it will probably be 
fitted into a managed currency system in 
which monetary authorities will use 
various methods of control to influence 
the flow of currency as well as the vol- 
ume and cost of credit as a means of 
achieving definite objectives. 

In connection with the tremendous 
inflow of gold into this country, it 
should also be remarked that gold ship- 
ments from now on are likely to con- 
sist largely of new production from 
mines. This is because so much foreign 
reserves has already been shipped to 
these shores by nations fearing military 
occupation. Annual production of gold, 
outside of Russia, now amounts to about 


$} .250,000,000. 
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SMALL BUSINESS CAPITAL 
Senator Joseph C. O'Mahoney, Chair- 


man of the Temporary National Eco- 
nomic Committee, has released a report 
prepared by the Investment Banking 
Section of the Securities and Exchange 
Commission relating to the difficulties 
confronting small business in securing 
adequate capital and credit facilities. 
This survey, which was under the 
capable direction of Peter R. Nehemkis, 
Jr., special counsel to the Securities and 
Exchange Commission, shows what can 
be accomplished by a Government 
agency when a sincere and painstaking 
attempt is made to get to the roots of 
an economic and financial problem. 

It is noted that neither the cost nor 
the supply of credit constitutes the main 
problem confronting the small business 
entrepreneur. Requirements of operat- 
ing and technical efficiency, akin to 
those attained by big business, are 
stressed. Thus, the matter of financing 
is placed in its proper perspective. The 
study suggests that the financing prob- 
lems of small business may best be sat- 
isfied through investment trusts, factor- 
ing concerns and insured long-term bank 
accommodations. 

With regard to the position of the 
commercial bank, it is pointed out that, 
traditionally, the commercial bank has 
been a major source of credit to local 
enterprise. The local bank was com- 
pletely integrated into the life of its 
community; its management and own- 
ership were in local hands; the business 
potentialities of its borrowers were 
known intimately. Frequently the di- 
rectors and principal stockholders were 
also themselves financially interested in 
local ventures. But with the advent of 
the depression of the 30’s and the re- 
sulting credit strain upon the local 
banking system, the procedures for ex- 
tending credits broke down. 

Much of the small business enterprise 
on which local commercial and _indi- 
vidual activity depends is not in a posi- 
tion to meet the existing lending stand- 
ards of commercial banks. Commercial 
banks which are under direct public 
supervision do not act without justifica- 
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tion in restricting credit to small busi- 
ness. 

The position adopted by the commer- 
cial banker, that the funds at his dis- 
posal belong not to him but to his de- 
positors, and, therefore, can be loaned 
only to individuals and _ enterprises 
whose assets and future prospects make 
repayment certain, is fundamental to 
sound banking practice. Under this re- 
sponsibility, the business prospects of a 
considerable proportion of the small en- 
terprisés at any given time is not such 
as to warrant bank credit. 

The heart of the credit problem has 
been and continues to be that large 
group of small business men whose en- 
terprises are not so firmly established 
and whose personal resources are not 
so great as to be able to satisfy the ex- 
isting standards of commercial banking. 
The report traces the experience of the 
Federal Housing Administration, the 
Federal Reserve banks and the Recon- 
struction Finance Corporation in en- 
deavoring to fill up the void. 


_ 


FOREIGN TRADE 


Discussing “Foreign Trade Under 
War Conditions,” The Index, quarterly 
bulletin of The New York Trust Com- 
pany, elaborates on the ramifications 
of the conflict on international move- 
ments of goods to and from the United 
States. It is pointed out that about 
2,500,000 persons in this country are 
employed, directly or indirectly, in im- 
porting and exporting industries and 
that about 8 per cent of the total output 
of our farm products and manufactured 
goods has been sold abroad in the past. 
With regard to specific items, it is 
noted that, prior to the war, this coun- 
try was selling abroad products as 
shown in table at top of next column. 

The bulletin states that the exigencies 
of the war have resulted in a stimula- 
tion of foreign demand for war mate- 
rials, but, on the other hand, have also 
reduced to limited amounts the exporta- 
tion of surplus farm commodities. 

One of the conclusions reached by 
The Index is that “it is evident that 
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Per Cent 
of Total 
Production 


Item or Output 


Wheat 

Dried fruits 

Leaf tobacco 

Cotton 

Canned fruits 

Lubricating oils 

Office appliances 

Agricultural implements : 
Autos and industrial machinery... 14 


although the export trade of the United 
States has been temporarily stimu- 
lated since the outbreak of the war, 
off-setting influences are becoming 
pronounced. Except for cotton, agri- 
culture has suffered as foreign coun- 
tries have reduced their purchases 
of farm products in order to have dol- 
lar exchange for military supplies and 
equipment. Even cotton exports have 
now fallen below the levels of a year 
ago and seem likely to remain there.” 

The opinion is also expressed that 
the full effect of the closing of the con- 
tinent of Europe to American commerce 
is only beginning to be felt. “The con- 
dition of Latin America,” continues 
The Index, “is already becoming a cause 
for concern. Without the European 
market for the raw material exports of 
that region, prices of its principal prod- 
ucts are declining, and its ability to 
continue to absorb the large quantities 
of United States goods it has been tak- 
ing in recent months is thereby im- 
paired, unless this country provides the 
necessary purchasing power.” 

Attention is also called to the fact 
that if the United States does not wish 
to continue to give other countries large 
quantities of its exports in return for 
gold imports, or to extend substantial 
foreign credits, it must be prepared to 
accept imports of goods and services in 
much greater volume or see its export 
trade curtailed. On the other hand, it 
is maintained that “if substantially 
larger quantities of manufactured goods 
are accepted from the foreign trade 
monopolies of other nations, which pay 
lower wages than does American indus- 
try, the domestic price structure may 
be seriously affected.” 
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-----@ readable, clear, practical, 
comprehensive treatise on ----- 


New Business for 
the Trust Department 


By THEODORE TEFFT WELDON 


\ - New Business for 
\ the Trust Department 


\ 
\ ‘ Adraistration 
. Solicit ation 
Merebsndivins 
i Adjerisrag 
ERR STR 
‘Theodore Tefft Weldon | 


. SOME OF THE TOPICS 
DISCUSSED 


* * * 


Surveys and analyses of the trust market 
as it exists today. 


The effect of the economic cycle on trust 
sales. 


How much is a given piece of trust busi- 
ness worth? Profit possibilities. Compari- 
son with other banking functions. 


Measuring the return from the advertis- 
ing and selling dollar. 


Sales plans and helps for the one-man 
trust department. 


Selecting, training, managing and paying 
salesmen. 


Prospect lists, follow-up systems, sales 
reports and mechanical helps to selling. 


Definite merchandising plans and the 
inter-relation of all sales elements. 


Practical sales ideas, appeals and points 
together with the use of graphs, figures 
and charts in selling. 


Ethical questions, investment practices, 
treatment of lawyers and insurance men 
in relation to selling. 
Internal problems affecting the growth 
of trust sales. 


An extensively illustrated discussion with 
ideas and copy to assist in preparing 
and .recognizing better advertising. 


HIS is the only book ever published 

which takes up the whole sales problem 

of the trust department and discusses 
every phase and facet of this highly profes- 
sional function. It attacks the questions in 
their large sense as well as minutely and in- 
dividually. 


The various methods of determining the 
present value of each trust sale are analyzed. 
The organization and administration of the 
new business effort are discussed in detail. 
The development of profitable solicitation is 
exhaustively treated, as is also the trust officer's 
individual effort to get business. The trouble- 
some problems of lawyer and insurance co- 
operation are defined, and the less obvious 
points of trust ethics in relation to selling are 
carefully weighed. 


Advertising is approached with a view tc 
making it more productive and less costly. 
Themes to use, ideas as to copy, thoughts on 
lay-out and media are concise and authorita- 
tive. How to prepare mailing lists, what to 
send, when to mail, what to expect from it 
and how to cash in on it are matters which 
receive their just emphasis. Co-relating all 
elements of advertising and selling into the 
most productive whole from a merchandising 
standpoint is graphically illustrated. 


The book contains dozens of graphs, charts, 
illustrations, tables, advertisements, mailing 
pieces, record forms; and teems from begin- 
ning to end with examples of successful prac- 
tices and plans. It should be read repeatedly, 
referred to, and become a text book for all 
trust officers and their assistants when con- 
sidering the growth of their departments. It 
is invaluable to the seasoned solicitor, and a 
veritable gold mine of information to new 
salesmen. Advertising men will find it an 
inspiration in preparing copy. Directors and 
heads of banks will gain from it an authentic 
picture of the value of trust activity, and a 
gauge with which to measure the efficiency 
and soundness of the department's advertis- 
ing and selling technique. 


Price $5.00 


BANKERS PUBLISHING COMPANY, 465 Main St., Cambridge, Mass. 
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LOOKING BACK 


Selections from the Banking, Financial 
and Economic Thought of the Past 
Which Apply to Today’s Problems. 


Epirep sy KEITH F. WARREN 


90 YEARS AGO 


The Bankers Magazine 


The Home Market 


We are glad to find that energetic 
movements have taken place for the pro- 
motion of American industry in the 
South. The true policy of the country 
is to protect the home market, by giv- 
ing all possible encouragement to our 
own manufacturers and our own me- 
chanics. These are the men who, with 
their families and dependents, consume 
the products of the soil to a large ex- 
tent. Their interests are closely inter- 
woven and identified with those of the 
merchant, the professional man, the 
agriculturist, and all other grades of 
society. The common interests of the 


October, 1850 


whole country are promoted by every 
bale of cotton that is manufactured 
within the States; by every ship that is 
built; by every plough that is made; 
in fact, by every article that is manu- 
factured within our limits. . . . . 

When free trade shall be adopted by 
European states, it will then be ample 
time to engraft such a policy upon our 
own country; but when we find that 
Great Britain levies a duty of nine mil- 
lions sterling upon three articles that 
are the growth of North America, while 
the aggregate custom-house revenues of 
the United States are no more, it would 
seem to be sound economy that we 
should take care of ourselves. 


50 YEARS AGO 


The Bankers Magazine 


Government Paternalism 


The New York Commercial Bulletin, 
in a recent number, remarked that: “If 
there had been no paternal Government 
to pour oil on the fires of speculation, 
and thus to expand a little flame into a 
big blaze, the absorption of credit in 
grain and other speculations this fall 
might not have gone so far as to cause 
serious stringency or embarrassment in 
commercial loans. We had the delight- 


324 


October, 1890 


ful expansion, when more money was 
wanted for speculative uses months ago, 
and but for the same paternal institu- 
tions, and public confidence in their 
sure and ready relief in case of trouble, 
banks and other lenders would have felt 
obliged to prepare for the usual emer- 
gencies of the fall, and so speculation 
would have been curtailed and string- 
ency avoided.” Is this statement wholly) 
true? Would natural laws be power- 
ful enough to prevent the evils that 
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have lately afflicted borrowers in the 
New York money market? It is doubt- 
less true that higher rates would have 
the effect of curtailing speculation but 
would they not also oppress merchants 
and other business classes? In the 
scramble for money the business man 
is by no means sure of getting it when 
the speculator cannot. Of course, they 
ought to be favored, but unhappily, 
they are not always. The banks are 
quite inclined to lend their money to 
those who will pay the highest interest 
rates with proper security; and if these 


are the speculators, they will be ac- 
commodated. The earlier Comptrollers 
of the Currency criticised the action of 
the banks in lending to the speculative 
classes, on the ground that they had no 
right to do so. Many banks do give the 
preferences to commercial paper, but 
not all of them. High rates for money 
mean suffering as well for merchants 
as for speculators, and if the Govern- 
ment did nothing to ease the money 
market, it by no means follows that 


-the merchants would fare better than 


the others 


25 YEARS AGO 


The Bankers Magazine 


The Foreign Exchange Situation 


During the past month sterling ex- 
change has reached the lowest point 
ever recorded, and a serious derange- 
ment has characterized exchange with 
all belligerent nations. Various fac- 
tors have operated to bring about this 
abnormal situation, but bankers are dis- 
posed to attribute it principally to the 
operation of the law of supply and de- 
mand. We are making heavy sales to 
Europe and are purchasing but little 
comparatively from that quarter of the 
world. European exports, not only to 
the United States, but to other countries, 
have been seriously curtailed by the 
war. Payments which we are accus- 
tomed to make on account of interest 
on American investments held in Eng- 
land, for ocean freight charges, for 
tourists’ expenditures, etc., have largely 
declined. But, of course, the chief item 
entering into the account is the enor- 
mous trade in war supplies—the ship- 
ment of arms, ammunition and various 
kinds of military equipment to the 
Allies. This trade has grown in recent 
months to vast proportions. 

There is another factor which may be 
exercising an unfavorable effect on the 
foreign exchange rate, namely, a ten- 
dency to question the soundness of the 
currency systems of some of the Euro- 
pean belligerents. These countries have 
practically all been compelled to issue 


October, 1915 


immense volumes of paper money. We 
know from our own experience in the 
Civil War that this kind of currency 
tends toward rapid and serious depre- 
ciation. Can the European nations, 
with an immensely greater burden 
placed upon them, escape a similar ex- 
perience? 

With the exchange rate on London at 
a point which indicates a depreciation 
of between seven and eight per cent be- 
low the dollar par of exchange, one 
naturally inquires why gold is not 
withdrawn from the Bank of England 
and shipped to this side. . . . 

The real truth is that European buy- 
ing in the United States for the time 
being so far outweighs our purchases 
from Europe, that the ordinary means 
of settlement will not avail, and some 
new plan must be invented to bridge the 
“SSP aan 

In taking steps to arrest the deprecia- 
tion in exchange on London and Paris, 
American bankers are therefore not act- 
ing primarily in the interests of Great 
Britain and France (though those coun- 
tries will be benefited), but they are 
doing precisely what must be done to 
prevent a shutting down in the muni- 
tions trade which we have been carry- 
ing on for some months, and which un- 
doubtedly has been found highly profit- 
able by a good many manufacturers, 
and also to protect our customary ex- 
port trade. 
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Finaneial 
Situation 


S of the middle of September, the 
f Pad of a German invasion of 

England, following a number of 
severe air attacks on London, took 
precedence of the financial situation in 
world-wide interest. The “battle of 
London” has already furiously raged 
for several weeks, and until the results 
of the battle of England, expected to 
follow, are known, financial and eco- 
nomic conditions, usually of major im- 
portance, are necessarily relegated to a 
subordinate place. 

The struggle going on in England 
has had a depressing influence on the 
securities market in New York and has 
also seriously deranged trade condi- 
tions in various quarters of the world. 
This is especially the case respecting 
the countries of South America, whose 
close trade relations with Europe have 
been interrupted by the conflict. Al- 
though Latin-American trade with the 


Abroad... 


A Monthly Survey 


United States is increasing, the gain 
thus far in the present year has fallen 
far short of compensating for the loss 
resulting from the war in Europe. 

The possible outcome of the war has 
led to increased American activity and 
has caused huge outlays to be made for 
defense of -the Western Hemisphere. 
Whatever the immediate result of the 
European conflict may be, a durable 
peace does not seem to be in prospect. 
The sphere of the military and naval 
operations is constantly widening, with 
final limitations that cannot now be de- 
termined. Thus the effects of the war 
are disturbing to all nations, including 
those most peacefully inclined. 


—_ 


ENGLAND 


DEPENDING as this country has so long 
done on the vitality of its export trade, 
the effect of the war on this trade be- 
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comes of special concern to the coun- 
try. Under the title of “Can We Ex- 
port,” The Economist analyzes the 
situation, and finds it by no means un- 
favorable. For the first ten months of 
the war, imports were only greater by 
£185 million over the like period a year 
earlier. Inroads on the foreign exchange 
supply have not been heavy, while raw 
materials are still available. Nor has 
the demand for labor in the war indus- 
tries depleted the ranks of those re- 
quired for the export industries. While 
it is true that much of the continental 
market has been closed, there is com- 
pensation in the inability of Germany 
to compete for the export trade. The 
Economist, after referring to the retard- 
ing influence of price advances, con- 
cludes that while the obstacles in the 
way of expanding the export trade of 
the country are great, they are not in- 
superable. 


Instalment Buying Decline 


What is known in England as the 
“hire-purchase system”—instalment buy- 
ing in the United States—has suffered 
a marked falling off as a result of the 
war, and this decline has not only been 
felt in those trades where this system 
was most largely utilized. but in the 
finance companies back of the system. 
Lessened buying of cars, furniture and 
household goods accounts for the major 
part of the decline, which has probably 
heen added to by the policy of the 
banks in restricting their discount fa- 
cilities more closely to war essentials. 


Bank, Insurance Shares Decline 


Shares of banks and insurance com- 
panies have declined in value in con- 
sequence of the war. Commenting on 
this decline, in its issue of August 10, 
The Economist says: 


Before the war there was a definite in- 
crease in the “popularization” of British 
insurance and banking shares. This develop- 
ment owed much to the efforts of certain 
specialized unit trusts, to whom even the 
most conservative investment critic may 
award sincere commendation. Their appeal 
was based mainly on sound long-term in- 
vestment considerations, and their efforts 


undoubtedly tended to increase the market- 
ability of many shares whose clientele had 
formerly been select rather than democratic. 
But the war has created a host of prob- 
lems for insurance and banking institutions, 
whose repercussions on the share market 
have been striking. At the end of June 
the Actuaries’ Index for ten bank and dis- 
count company shares (December 31, 1928 
equals 100) was 74.9, against 105.5 a year 
earlier, while the index for the same num- 
ber of insurance company shares was 66.8, 
against 111.8. Of these declines of 29 per 
cent and 40 per cent respectively, much the 
greater part, on balance, occurred in the 
last two months, the fall being steepest in 
June. Subsequently there has been a mod- 
erate recovery in the indices to $2.2 and 
74.8 respectively, but only a small part of 
the net loss of ground during the past year 
has been made good. 

Undoubtedly, the prime influences which 
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produced the slump of May and June were 
psychological, and were common to the en- 
tire equity share markets. At that time 
the German armies were making their light- 
ning conquests in Western Europe, and a 
volume of selling which was never really 
excessive by peacetime standards had a 
wholly disproportionate effect on Stock Ex- 
change prices. Ultimate recovery from 
that species of depression is contingent on 
victory in the Battle of Britain and, later, 
the Battle of Europe. In any political con- 
text which investors hope to see after the 
war, dividend yields of 5.52 per cent for 
representative bank shares and 5.57 per 
cent for insurance shares which prevailed, 
according to the Actuaries’ Index, at the end 
of last month (against 4.49 per cent and 
4.03 per cent a year earlier) would appear 
fantastically high. But a return to any- 
thing like the price levels of pre-war days 
is unlikely so long as the war lasts. 


—_— 


THE ARGENTINE 


Tue First National Bank of Boston has 
received a report from its branch in 
Buenos Aires, dated August 26, contain- 
ing the following information: 

In July, the recent trend of foreign 
trade was accentuated with an import 
balance of m$n 36,804,000 leaving an 
export surplus of m$n 60,116,000 for 
the first seven months, as compared with 
m$n 201,735,000 in the same period of 


last year. 


July, 1940 


m$n 


July, 1939 
m$n 
Bank clear- 
ings ........ 3,436,000,000 3,484,000,000 
Liabilities 
failures .. 


7,710,000 8,376,000 


The combined bank statement issued 
by the Central Bank for June, 1940, 
shows: 

m$n 


SI sinecitinpesssesicenntviiiiim 4,109,000,000 


Cash reserve 


No changes occurred this month in 
the official exchange market, the buying 
rate for the peso being quoted at 335.82 
to the dollar and 13.50 to the pound. 
The selling rates are 373.13 and 15 for 
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official and 422.89 and 17 for secondary 
official exchange. In the free market 
there was a notable appreciation of the 
peso in terms of the dollar. The low 
was quoted on July 30 at 458, the high 
on August 15 at 436.50. 

The Buenos Aires Stock Exchange 
turnover in July showed a sharp drop 
to m$n 74,697,000 from m$n 109,865,- 
000 in the previous month and m$n 
87,066,000 in July of last year. Trad- 
ing during August for the third con- 
secutive month has been on the down 
grade and it seems probable that the 
volume will be the smallest in about 
sixteen months. Quotations on _ the 
whole have been steady to firm. 

The Central Bank statement of Au- 
gust 15, 1940, shows: 

m$n 
1,376,159,145 

19,278,882 

250,890,864 


Gold and exchange 
Rediscounts 
Treasury bonds 
Currency in 
tion (z) 
Deposits 


circula- 
1,414,765,298 
591,538,894 
Per Cent 
Reserve against currency 114.40 
Reserve against com- 
bined currency and de- 
posits 
(z) Includes Government backed sub- 
sidy coinage for m$n 211,783,658. 
The present exchange value of the 
free paper peso is $0.229 U. S. 


— 


SWEDEN 


In the opinion of The Index, published 
by Svenska Handelsbanken, “unless the 
war stops, the economic situation in 
Europe, even in those countries that have 
so far managed not to become directly 
involved, is bound rapidly to become 
still worse. The fact that up till now 
Sweden has succeeded comparatively 
well in withstanding the strain testifies 
to the country’s inherent powers of re- 
sistance, material reserves and adapta- 
bility, and to that extent inspires con- 
fidence for the future. But the naval 
blockade in the west has intensified our 
difficulties very seriously and is neces- 
sitating restrictions, coercive measures 
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| 
| 
nnd the shouldering of ever-increasing 
burdens of various kinds.” 

Lately both advances and deposits of 
the commercial banks have shown a 
considerable decline. 


—_ 


BRAZIL 

OFFICIAL statistics of foreign trade re- 
port an excess of exports valued at $2,- 
469,986 in Brazil’s foreign trade in the 
first five months of 1940. This com- 
pares with an export balance of $4,- 
803,166 in the same period of 1939. 
Exports in the five months of 1940 to- 
taled $122,105,281, and imports $119,- 
635,295, as against $116,093,074 and 
$111,289,908, respectively, in the same 
months of 1939. Trade with the United 
States has risen, the share of that coun- 
try now accounting for approximately 
50 per cent of Brazil’s import trade, as 
compared with 33.3 per cent for the full 
year 1939. (Partly based on report 
from the office of the American Com- 
mercial Attaché, Rio de Janeiro, dated 
August 21.) 


o_o 


CHINA 
In accordance with instructions from 
the Ministry of Finance and the Min- 
istry of Economics, Chinese modern 
and native banks in Shanghai have 
started the operation of small commer- 
cial and industrial loans. All Chinese 
business firms which deal in Chinese 
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manufactured daily necessities and all 
factories producing native goods may 
approach these banks to negotiate for 
loans. For each commercial firm the 
limit for a loan is set at $5,000 and the 
time for repayment one year, while for 
industrial establishments, each loan is 
limited to $20,000 for a term of two 
years. Either credit or mortgage loans 
may be negotiated. The rate of inter- 
est is not to exceed 10.8 per cent per 
annum at the highest. As the principal 
aim for the operation of these loans is 
to assist the development of minor busi- 
ness and industrial houses and to in- 
crease the supply of daily necessities, 
the loans obtained are not allowed to 
be used for hoarding or other illegiti- 
mate activities, or reloaned to a third 
party for profit—Chinese Economic 
and Statistical Review. 
- © 
KEEP EMPLOYE WELL INFORMED 


THE public never understands why 
an employe is unable to discuss any 
phase of banking. There are a number 
of inconsequential things employes do 
or say which may never be mentioned 
by customers but which help create im- 
pressions either beneficial or detri- 
mental to the bank. You can declare 
dividends on the well-informed state- 
ments and the smiles of your employes. 
—Ernest L. Pearce, Executive Vice- 
President, The Union National Bank, 
Marquette, Michigan. 
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... written by a banker 


for bankers... 


SMALL LOANS 


AN INVESTMENT FOR BANKS 


By WALTER B. FRENCH 


Deputy Manager, Consumer Credit Department, 
American Bankers Association 


CONTENTS 


HISTORY 


Usury and Usury Laws 
Interest Laws Today 

Small Loan Credit Agencies 
Installment Buying 


EXPERIENCE 


Personal Loan Companies 
Industrial Loan Banks 
Commercial Banks 


TYPES OF SMALL LOANS 


Personal Loans 
Automobile Loans 
Modernization Loans 
Equipment Loans 


DEVELOPING THE BUSINESS 


Why Banks Are Attracted 

What Banks Should Enter 
Business 

Legality 

Separate Department 

Attitude of Bank 

Average Borrower 

Necessary Detail and Costs 


CONCLUSIONS 
BIBLIOGRAPHY 


personal or consumer loans as ¢ 

business for banks. The author has 
charge of consumer credit activities for 
the American Bankers Association. He 
is a graduate of The Graduate School of 
Banking and wrote his graduation thesis 
for that institution on this same subject. 

The chapter on Experience contains 
an historical review of the various types 
of lenders in the small loan field and oi 
the development of the usury laws. It 
also contains considerable material on 
operating costs of these lenders, interest 
rates charged, occupational pursuits of 
borrowers, loss experience, and other 
data, much of it documented with figures 
and tables. 

Considerable space is devoted to 
methods for developing necessary volume 
of business, including treatment of borrow- 
ers, attitude of lending officers, personal 
solicitations, advertising media, mechanics 
of checking credit references, etc. 


WHAT THE REVIEWERS SAY 


“Offers usable information to banks having small 
loan departments and to banks that are considering 
them. . . . Throws light on some of the practi- 
cal problems encountered by lender and borrower.” 
—BANKING. 

“This book is virtually a handbook on personal or 
consumer loans as a business for banks.”—COM- 
MERCIAL AND FINANCIAL CHRONICLE. 

“This book is filled with sound, practical advice 
based not only on the author’s own experience but 
on the experience of the many banks whose opera- 
tions he has studied.”—TARHEEL BANKER. 


t+. book is virtually a handbook or 


PRICE, $1.50 
BANKERS PUBLISHING COMPANY 


465 Main Street 
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: = your Business Extends 


in CANADA .... there 


is the Bank of Montreal 


< 


Through its network in Canada of 500 branches 
—each of which is in intimate contact with 
the economic life of the particular community 
it serves —the Bank of Montreal provides 
American banks and trust companies with 
unsurpassed banking service throughout the 
Dominion, as well as with sources of val- 
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uable business information. 


BANK OF MONTREAL 


Assets over 
$950,000,000 


Head Office: Montreal 


NEW YORK AGENCY: 
CHICAGO OFFICE: - 
SAN FRANCISCO OFFICE: 


Established 1817 
< 
64 Wall Street 


27 South La Salle Street 
333 California Street 


Current Conditions in Canada 


ANADA entered the month of Sep- 
C tember with domestic industry well 

on the road to new records of 
activity and achievement, the result 
largely of expenditures on munitions 
and military equipment in wide variety, 
reports the Bank of Montreal in its 
Business Summary for September 23. 
The summary continues: 

“New plants are being established 
and others enlarged and a very substan- 
tial increase in production is scheduled 
for the next six months, with a corre- 
ponding increase in employment. 
Manufacturing has been expanding 
steadily from month to month and in 
practically all its branches, with gains 
most marked in iron and steel, non- 
ferrous metals, lumber, textiles, food, 
pulp and paper and leather. Industrial 
employment has reached a new all-time 
high record. Railway carloadings con- 
tinue heavy, notwithstanding a much 
reduced grain movement. Lake carriers 


have had a busy year and, it is believed, 
a profitable one. Gross and net railway 
earnings have reflected the increased 
activity, but later figures may be in- 
fluenced by the slow movement of the 
current grain crop. Some orders have 
been placed for new railway equipment 
for both freight and passenger services. 

“An idea of the impetus given to 
Canadian industrial production by war 
orders was obtainable from figures 
recently made public by the Minister of 
Munitions. On September 11 the Min- 
ister estimated the value of war con- 
tracts placed by the Canadian Govern- 
ment at $315,000,000 and the purchases 
of the British Government at $208.- 
000,000. He placed at $222,000,000 the 
capital expenditures to which the two 
governments had jointly committed’ 
themselves for the erection of new muni- 
tions plants. 

“A move which will encourage manu- 
facturers to expand their plants for war 
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purposes has been made by the Federal 
Government in establishing a “War Con- 
tracts Depreciation Board” of three 
members, with Mr. Justice McTague of 
Ontario as chairman. Its duties will be 
to determine what contracts can be clas- 
sified as war contracts and the amount 
of capital expenditures involved in the 
execution of such contracts. It will be 
the duty of the board to issue certificates 
which will assure to firms and indivi- 
duals special depreciation allowance 
when determining liability for income 
and excess profits taxes.” 


Monthly Commercial Letter 
The Canadian Bank of Commerce 


The developments of the month of 
August illustrate more strikingly than 
on any previous occasion the altered 
character of Canadian economy, involv- 
ing a marked shift to industrialism, sug- 
gests The Canadian Bank of Commerce 
in its Monthly Commercial Letter for 
September. The Letter reports: 


“Under ordinary conditions the diff- 
culties now attending agriculture would 
have a depressing effect on general busi- 
ness. While crops improved during the 
first part of August, owing mainly to 
the exceptional progress of grains in 
the Prairie Provinces and to marked im- 
provement in most early field crops in 
Central and Eastern Canada, harvesting 
in several large areas, Western Ontario 
and British Columbia, for example, has 
been retarded and some grains have 
suffered damage in the past fortnight. 
Moreover, late grains, corn in particu- 
lar, have not overcome altogether the 
handicap of delayed planting. The 
yields of canning crops, tree fruits and 
tobacco are now known to be well below 
those of former years. But the most 
unfavorable feature is the limited export 
market open to several agricultural 
products, notably wheat, from which the 
immediate financial returns are de- 
cidedly sub-normal. Fortunately, these 
depressing influences are partly offset 
by strong live stock and cheese markets. 

“Another factor which in normal cir- 


cumstances would have depressing 
effects is the loss of early summer tour- 
ist trade, which was not counter-bal- 
anced entirely by a marked increase 
in American visitors during the past 
month, nor by the greater number of 
Canadians touring their own country in 
July and August. 

“Yet notwithstanding all these ad- 
verse developments, industrial activity 
has risen to a new all-time peak. It 
should be noted, too, that this gain has 
been accompanied by greater activity in 
the lumbering districts, owing not only 
to the increased requirements of the Do- 
minion Government but, also, to excep- 
tionally large shipments overseas and 
to a new demand arising from the neces: 
sity for providing additional grain stor- 
age facilities in the West. 

“In view of the progressive change 
that has been taking place in the char- 
acter of Canadian business during the 
past year, reaching marked proportions 
in recent months, we have judged it 
advisable to reweigh the component 
factors in our index of industrial activ- 
ity as from July. We have, therefore. 
attributed greater weight to those in- 
dustries which figure prominently in 
Canada’s war effort on the basis of the 
estimated gross value of their products. 
Accordingly, our index as at mid- 
August stood at a new high of 121 
(1937=100), as against 117 (revised) 
at mid-July, while factory capacity 
utilized was 91 per cent, as compared 
with 89 per cent at mid-July. Activity 
this August was 30 per cent above that 
of a year ago. 

“All groups shared in this rise since 
July, with the exception of pulp and 
paper, the automotive trades and chemi- 
cals, which declined. The major food 
categories rose seasonally. The most 
marked advance of all was in the textile 
group, especially men’s and women’s 
factory clothing, owing to increased sea- 
sonal demand in the civilian section as 
well as continued activity in the mili- 
tary sections; leather footwear recorded 
recovery from the recent low level. 
Furniture accounted for most of the rise 
in the wood products group.” 
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Eeonomiec Effeets of the United States-Canada 
Defense Pact 


The Financial Post, Toronto, Canada 


AT are the economic implica- 

tions of defense codrdination be- 

tween Canada and the United 
States? What are some of the factors 
vhich will determine the dollars and 
cents effects? 

There are three angles to this: 

1. Full industrial codrdination _ be- 
tween the two countries to make the 
best use of resources for war. 

2. Financial coérdination which is 
now barred by the United States Neu- 
irality Act. 

3. The division of costs between the 
two countries, which even for build- 
ing up second line defenses will be 
enormous. 

It is safe to accept as axiomatic the 
fact that most Canadians do not want 
defense codrdination to result in any- 
thing even faintly resembling political 
annexation or American overlordship. 

But basic it also is that Canada be 
prepared and willing to “keep up her 
end” of any bargain reached; that she 
act and think like a nation, partner in 
the struggle for the democratic way of 
life. 

Because modern war is economic as 
well as military, any plan for codrdi- 
nated military action must now in- 
evitably have its supplementary plan for 
economic action. 

Some preliminary moves have already 
been made along this line, notably the 
apparently ill-conceived scheme for a 
Pan-American trade cartel through 
which United States would lead the 
mobilization of essential supplies of the 
western hemisphere for either offensive 
or defensive war against the Hitler bar- 
ter trade system. 

As previously outlined in The Finan- 
cial Post, practical considerations 
showed the cartel plan to be pretty much 
of a high-minded day-dream. The rea- 
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sons: enormous dollar cost, the more 
than platonic relations between many of 
the South American republics and the 
fascists, and the essentially defeatist, 
negative economic policy of enforced 
scarcity. 

But of the greatest significance for 
Canadian industry was the specific 
undertaking of the Roosevelt-King 
agreement to include in defense studies 
problems of material. 

This opens up enormous possibilities; 
joint agreement that United States will 
specialize in the making of this defense 
weapon, Canada in the making of that; 
a planned industrial economy cover- 
ing the entire defense industry of two 
countries. 


Planned Defense Economy 


For example: Airplane engines and 
explosives. Under the new setup it is 
conceivable that in the coédrdinated plan 
America would expand present airplane 
motor plants( as she is now doing as 
rapidly as feasible) and Canada would 
stop thinking about starting her own 
aero-engine industry. 

Because Canada is now building 
enormous new explosives plants and be- 
cause she has relatively low-cost sup- 
plies, especially of electrical energy, 
cellulose, etc., production of explosives 
might be made one of Canada’s particu- 
lar functions in the joint endeavor. 

Canada is making rapid progress 
with the preparation for large-scale 
manufacture of certain small arms and 
small arm ammunition in vast quantity. 
America, on the other hand, has at least 
the foundations of an industry for mak- 
ing heavy armor plate and battleships. 
There is the immediate problem of ma- 
chine tools, for instance. 

Canada’s ___plant-building program 
calls for staggering supplies of machin- 
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ery; quantities out of all proportion to 
the ability of the Canadian machine tool 
industry to supply it, skillful and willing 
though it is. 

To get these plants going, Canada 
immediately needs some $65 millions 
worth of machinery from United States. 
Because America is now suddenly con- 
cerned about her own defenses and 
because Canada’s immediate needs 
represent more than two months United 
States tool production, it is understood 
there is—or was up to Ogdensburg—a 
very real and tremendously serious dan- 
ger that much of Canada’s munitions 
program was going to be stalled because 
of American unwillingness to sell and 
delay development of her own muni- 
tions industry, though the result obvi- 
ously would not have been in its own 
best interests. 

Under the new coordinated plan 
there should be no danger of a situa- 
tion like that arising again. 


Safeguards Empire 


Paradoxical as it may appear, the 


inextricable union of American and 
Canadian economic interests are one 
of the strongest, most realistic, safe- 
guards for the national survival of the 
smaller member; for maintaining its 
sovereignty and status in the Common- 
wealth unimpaired. 

If Canada were to go into any form 
of politicial union with United States, 
that would mean wiping away the tariff 
barrier separating the two countries. 

And the tariff barrier and Canada’s 
enjoyment of the imperial preferential 
tariffs are chief reasons why some 1,000 
United States-owned branch plants are 
now located in Canada. 

Politicial union would turn many of 
these plants into white elephants. Hence 
the fact that United States business in- 
terests in Canada are, for the most part, 
as hearty supporters of the present — 
as any English-Canadian. 

Another basic fact giving both coun- 
tries, America and Canada a mighty 
economic interest in avoiding any dis- 


turbance with the present political di- 
vision is the essentially competitive na- 
ture of the two national economies. 

To a large extent both countries have 
the same things to sell in the markets 
of the world: wheat, agricultural prod- 
ucts, motor cars, and other products of 
the mass production technique. 

So that far from the forthcoming 
coérdination of industrial effort for 
war threatening the Dominion politi- 
cally or economically, the facts suggest 
the opposite: that Canada’s political 
status will be further secured. 


Must Have Exchange 


Coordination on the industrial front 
is almost certain to result eventually in 
coérdination on the financial front. 
though the United States Neutrality 
Act, chief barrier here, may not be cour- 
ageously tackled until after the Presi- 
dential elections. 

As Canadians are well aware, one oj 
the Dominion’s chief problems so far in 
the war has been to maintain a supply 
of American dollars adequate to pay— 
cash and carry—for the millions of dol- 
lars worth of war supplies which could 
only be secured speedily enough in 
United States. 

Strictures on Canadian travel in the 
United States; efforts to reduce exports 
from the United States—both to con- 
serve exchange, make plain the dire 
need. 

The long tentacles of the Foreign 
Exchange Control Board affecting vir- 
tually every member of Canada’s indus- 
trial and financial structure amply 
demonstrate the importance of this form 
of war supply. 

America’s Neutrality Act forbids 
making loans or providing credits for 
belligerents, very largely a hangover 
from the economic boobery of the John- 
son Act. 

While that prohibition holds, attempts 
at industrial collaboration for the war 
effort must be much less successful than 
they would otherwise be. There can 
be no fully coérdinated and integrated 
productive machine for war. 
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BOOKS for 


THE Rea Dancer IN Our GoLp. By 
Harry Scherman. New York: Simon 
and Schuster, Publishers. 1940. Pp. 
82. $1. 

WRITTEN by the author of “The Prom- 

ises Men Live By,” this book explains, 

so the man-in-the-street can understand, 
how our monetary and banking system 
works, and what gold has to do with it. 

Mr. Scherman likens the individual 
citizen’s freedom to own gold to “an 
automatic brake in the governmental 
machine,” and charges that “the present 
drivers ripped it out” when they aban- 
doned full convertibility of paper 
money, and at the same time put what 
he calls the “Gold Prohibition Law” on 
our statute books. “Unless this basic 
right of protection by economic action 
is restored to us as a people, and re- 
stored soon,” he concludes, “there can 
be little doubt that one of the main 
props under the system of individual 
freedom, built up over thousands of 
years, will have been effectually de- 
stroyed in the world.” 

Regarding the possibility of a Ger- 
man barter system rendering useless the 
U. S. gold hoard, the author states that 
for the barter system to be successful 
on a world scale, not only would each 
nation have to maintain complete con- 
trol of the economic activities of all 
citizens, but the most powerful dictator 
would in turn have to subjugate all the 
other dictators to do his bidding. 

Discussed are such problems as the 
possibility of a “runaway inflation” re- 
sulting from our excessive gold; the 
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BANKERS 


Brief Reviews 


dangers of our Government monopoliz- 
ing gold while continuing to have an 
unbalanced budget; the form taken by 
a government bankruptcy; etc. 


SaLaRY DETERMINATION. By John W. 
Riegel. Ann Arbor, Michigan: Uni- 
versity of Michigan Press. 1940. Pp. 
278. $3 (paper); $3.50 (cloth). 

BASED upon an investigation of practices 
in forty selected companies and upon 
discussions at five conferences on the 
subject, this book is of real practical 
aid in adjusting the salaries of employes 
according to the market, the relative 
difficulty and importance of their posi- 
tions, and their proficiency. It tells how 
to make a salary survey, how to deter- 
mine key salaries in a salary schedule, 
how to analyze and value uncommon 
positions of a routine type, how to de- 
velop performance rating plans, how to 
link performance rating to job valua- 
tion, how to appraise managerial and 
technical positions, etc. 

One hundred and fifty executives par- 
ticipated in the conferences; manufac- 
turers, public utilities, banks, insurance 
companies, and retailers being repre- 
sented. One of these conferences in- 
cluded thirty representatives of banks 
and insurance companies, and during 
the field studies in preparation of the 
book, seven leading banks were con- 
tacted and their methods of salary ad- 
ministration reviewed. 

Chapters include: Essentials of ‘salary 
policy; salary surveys; standard salaries 
for key positions; bases for valuing un- 
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common positions of a routine nature; 
position analysis; valuation of uncom- 
mon positions of a routine nature; 
standard salary ranges for positions; 
compensating the individual employe; 
some incentive plans for salaried work- 
ers; managerial and technical services 
requiring compensation; the valuation 
of managerial and technical services; 
administrative arrangements. 


FUNDAMENTALS OF BANK INVESTMENT. 
Richmond, Va.: Fifth District Bond 
Conference Committee, P. O. Box 6-E. 
1940. Pp. 226. $2. 


CONTAINING the proceedings of the Fifth 
Federal Reserve District Bond Confer- 
ence held at Richmond, Virginia, in 
March, 1940, this book provides timely, 
practical material on bank investments. 

Contents include the following 
papers: Statement of the Problem, by 
E. A. Kincaid; The Development of 
Bank Investment Policy and Program, 
by J. Harvie Wilkinson, Jr.; The Cost 
of Money and the Bank Investment 
Problem, by Stephen M. Foster; Money 
Bonds and Spaced Maturities vs. Credit 
Bonds and Random Maturities, and 
Practical Approach to Bond Analysis, 
by H. M. Bodwell; The Place of Cor- 
porate Bonds in a Bank’s Portfolio, by 
B. Howell Griswold, Jr.; The Records, 
Statistics and Management of a Bond 
Portfolio, by E. Sherman Adams; Fac- 
tors to be Considered in Determining 
the Quality of State and Municipal 
Bonds, by Edward A. Wayne: United 
States Government Securities, by Dud- 
ley H. Mills; Money Markets and In- 
terest Rates, by F. Cyril James; etc. In 
addition to the talks, the various group 
discussions are included, also all charts 
and tables used by the speakers. 


Ranp McNary Bankers DirEcToRY— 
Fina 1940 Epition. Chicago: Rand 
McNally & Company. 1940. Pp. 
2500. $15. 


INCLUDED in this edition of the Blue 
Book is the latest information on all 
Government banking agencies, bank as- 
sociations, etc.; a selected list of invest- 
ment dealers; accessible banking points 
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to every non-bank-town; commercial 
and banking laws; postal regulations, 
etc. 

It shows the June 29 and later state- 
ments of every bank in the United 
States; all available foreign bank in- 
formation, with complete banking data 
on the 21 countries that signed the “Act 
of Havana.” Also shown are the 1940 
elected officers and directors of all 
banks. 

Transit numbers of all United 
States banks are arranged in a special 
section of this edition. These num- 
bers are assigned by Rand McNally 
Bankers Directory as the official num- 
bering agent of the American Bankers 
Association. 

A complete discontinued bank section 
gives a 5-year list (up to August, 1940) 
of all banks that have closed, merged. 
consolidated, or been absorbed, with de- 
tail information on each. 

An interesting feature of this edition 
is the list of 281 commercial banks with 
total resources of over $25,000,000. 
ranked according to resources. 

With each copy of the directory goes 
an individually bound list of bank 
recommended attorneys, covering every 
banking city and town in the U. S. This 
is one of the few law lists approved by 
the American Bar Association. 


Money AND Banxinc. Edited by Major 
B. Foster and Raymond Rodgers. New 
York: Prentice-Hall, Inc. 1940. Pp. 
733. $5. 


In this revised edition of their book, 
the authors have brought the text up 
to date as far as possible, for the most 
part to the spring of 1940, and have 
added chapters on investment and credit 
control. While intended as a college 
text book, this volume contains much 
of real reference value to the banker. 

Chapters are devoted to: Money and 
credit; monetary standards; money in 
the United States; evolution of banking; 
American banking institutions; organ- 
izing a bank; internal organization: 
banking transactions; bank notes and 
deposits; loans and discounts; credit 
department; bank investments; bank in- 
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vestments—portfolio policies; bank op- 
erations; interbank relations; bank 
examinations, audits, and reports; the 
Federal Reserve System; the money 
market; credit control in the United 
States; money, credit and prices; for- 
eign exchange; financing foreign trade; 
financing the consumer; savings bank- 
ing; urban and farm mortgage bank- 
ing; fiduciary services of banks and 
trust companies; investment banking; 
British and French banking systems; 
banking systems of Germany and Hol- 
land; the Canadian banking system. 
The volume is excellently indexed. 
The authors are: Jules I. Bogen, pro- 
fessor of finance; Major B. Foster, pro- 
fessor of banking; Marcus Nadler, 
professor of finance; and Raymond 
Rodgers, professor of banking; all of 
the School of Commerce, Accounts, and 
Finance, Graduate School of Business 
Administration, New York University. 


BANKING AND FINANCIAL SuBJECT HEAD- 
incs. New York: Special Libraries 
Association. 1940. Pp. 98. $4 (to 
members $3). 


First of its kind to be made available, 
this handbook of terminology for use in 
the indexing and filing of financial ma- 
terial provides an indispensable tool 
not merely to librarians and catalogers 
but to anyone who is confronted with 
the problem of organizing files of bank- 
ing, financial and economic data. 

It is intended as a basic list of head- 
ings which are likely to be needed in 
the average-sized financial library. Be- 
sides the obvious subjects of banking 
and finance, it includes: business, in- 
dustry, foreign trade, foreign exchange 
and other related economic subjects. 
General schedules are appended, such 
as form subheads to be used under any 
subject desired, and typical country and 
city subheads—skeleton lists to which 
the librarian can add subheads as 
needed. 

The headings have been worked out 
with special care to avoid overloading, 
and provision for current war data has 
been made by including many war 
headings. In all cases the headings 
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Always a sound 
investment LEARNING 
ANOTHER LANGUAGE 


The Berlitz Method, starting with con- 
versation from your first lesson, gives 
you a working knowledge of your new 
language in the shortest possible time. 
You learn to speak, read and write like 
a native. 


Commercial courses for advanced stu- 
dents. Private or class instruction. Day 
or evening. Native teachers. Send for 
catalog. 


Free Demonstration Lesson 


BERLIT SCHOOL OF 


LANGUAGES 

630 Fifth Ave. 

International Bldg., Rockefeller Center 

66 Court Street 

Baltimore Life Building 

30 North Michigan Avenue 

Leader Building 

David Whitney Building 

PHILADELPHIA 226 S. 15th Street 
PitTsBURGH Grant Building 
WASHINGTON 1115 Connecticut Avenue 


have been checked against such stand- 
ard lists as the Industrial Arts Index, 
Public Affairs Information Service, Sub- 
ject Headings Used in the Dictionary 
Catalogues of the Library of Congress, 
etc., to eliminate possible confusion. 


CANADIAN. INVESTMENT AND FOREIGN 
ExcHANGE ProsLems. Edited by 
J. F. Parkinson, Toronto, Canada: 
The University of Toronto Press. 
1940. Pp. 292. $3. 


THE studies contained in this volume 
are concerned in the main with a sur- 
vey of Canadian economic development 
since the last war from the perspective 
of the foreign exchanges and the capital 
market. It is divided into two sections, 
one on foreign exchange, the other on 
studies in Canadian investment. 

The material consists largely of lec- 
tures originally presented in two series 
given at the University of Toronto, the 
foreign exchange course being spon- 
sored by the Canadian Credit Men’s 
Trust Association, and that in invest- 
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A book that provides in one volume 
a Complete Banking Library 


GLENN G. MUNN’S 


ENCYCLOPEDIA. 


of Banking and Finance 


An indispensable work of reference for the banker, 
broker, business man or student 


ERE is a book that contains 865 

pages and over 3500 terms relating 
to money, credit, banking practice, 
history, law, accounting and organiza- 
tion, foreign exchange, trusts invest- 
ments, speculation, markets and broker- 
age. 


With this convenient volume on your 
desk you are in a position to answer 
any question which may arise pertain- 
ing in any way to banking, investment 
or finance. All market terms and 
operations are carefully described. 


An important feature is the bibli- 
ography given at the end of each term, 
referring the reader to sources of addi- 
tional information on any subject in 
which he _ is particularly interested. 
Why not examine a copy at your own 
desk at our risk? 


Sent Postpaid for 5 Days’ Free Examination 


wom Uee The Beoly Fern Oe" 


BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 


Send me for examination a copy of 
Munn’s Encyclopedia of Banking and 
Finance. Within five days after its 
receipt I will send you the price, $8.50, 
or return the book. 


ments by the Investment Dealers’ Asso- 
ciation of Canada. 

A good deal of the material on the 
foreign exchanges bears directly on the 
problems of the immediate future, 
papers being devoted to: The foreign 
exchange market in Canada; Canada’s 
international accounts and the foreign 
exchanges; financing Canada’s interna- 
tional trade; the Bank of Canada; the 
purposes of foreign exchange control 
in Canada; the Canadian dollar and 
capital movements; etc. 

The section on investment was not 
intended to come to grips directly with 
the urgent problem of war finance, but 
to present an analysis of the develop- 
ment of Canadian finance. Papers in- 
clude: The individual investor in 
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Canada; the long-term capital market; 
the investments of Canadian life assur- 
ance companies; sinking funds in the 
Canadian capital market; common stock 
behavior as an investment guide; 
Canadian corporate savings, mining 
finance in Canada; tendencies in 
Canadian investments; etc. Each of 
these papers, of course, was the work 
of an expert in the particular field 
covered. 


Wuat Witt INFLATION AND DEVALUA- 
TION MEAN TO You? Cambridge, 


Mass.: American Institute for Eco- 
nomic Research. 1940. Pp. 144. $1. 


Written by Donald G. Ferguson, Bion 
H. Francis,. E. C. Harwood, Benjamin 
D. Manton, and their assistants on the 
staff of the American Institute for Eco- 
nomic Research, this is an omnibus edi- 
tion that includes parts of three earlier 
Institute publications, brought up to 
date, and much new material. 

The first section answers such ques- 
tions as: Where does money come from: 
what is inflation; has the danger of in- 
flation passed? The second section dis- 
cusses inflation’s timing and warning 
symptoms of the explosive stage, also 
probable effects of recent developments. 
The final section includes four chapters 
that explain how the individual may ob- 
tain partial protection against the ef- 
fects of inflation. Chapters in this latter 
section include: Adjusting life insurance 
plans to a smaller dollar; preserving 
the buying power of savings; protection 
against a rising cost of living; and. 
your investments during inflation. Many 
helpful charts and tables are included 
in the book. 


War Finance 1n Canapa. . By F. H. 
Brown. J. D. Gibson, A. F. W Plump- 
tre. Toronto, Canada: The Ryerson 
Press. 1940. Pp. 110. 75 cents. 


PUBLISHED under the auspices of the 
Canadian Institute of International Af- 
fairs, this is an illuminating study of 
the financing of the last war, the prin- 
ciples of war finance, and the financial 
outlook during the present conflict. 
Covered under the section devoted to 
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principles of war finance are: Methods 
of war finance; the economic problem 
of war; the concept of war costs; early 
problems of war finance; implications 
of inflation; borrowing from savings 
and taxation; current problems of war 
finance abroad; and considerations af- 
fecting Canada. 

The sections devoted to the present 
financial outlook is designed to suggest 
answers to such questions as: How great 
a rate of expenditure by the Canadian 
government seems to be feasible within 
the next year and a half without involv- 
ing inflation? How far can the govern- 
ment expect to follow a “pay-as-you-go” 
policy, raising its funds by taxation 
rather than borrowing? What special 
problems of international finance arise 
from the war? What rates of interest 
will the government have to pay on its 
borrowings? 

Mr. Brown is an inspector of the 
Canadian Bank of Commerce, Mr. Gib- 
son is the economist of the Bank of 
Nova Scotia, and Mr. Plumptre is an 
assistant professor on the University of 
Toronto staff. 


IpLE’ Money IpteE Men. By Stuart 
Chase. New York: Harcourt. Brace 
and Co. 1940. Pp. 252. $2. 


In this book Mr. Chase, well-known 
author and economist, sets out to find 
a fresh approach to such problems as 
idle capital, idle workers, old-age pen- 
sions, unbalanced budgets, saturated 
markets, falling population curves, etc. 
Of special interest to bankers is his 
opinion that financial institutions have 
a tendency at present to hamper the 
movement and distribution of goods, 
and to add to the difficulties of absorb- 
ing the unemployed in useful work. He 
deplores orthodox banking’s difficulty in 
finding intensive investment. 

To speed up spending and employ- 
ment he suggests a six-point program: 
(1) a permanent PWA, svending two to 
three billion a year, and giving steady 
employment to apvroximately 1,000,- 
000: (2) revision of the Federal budget 
—which would include a separation of 
capital from running expenses; self- 


liquidating projects (toll bridges, for 
example) would not enter into the op- 
erating budget except there would be a 
reserve set aside for losses; for projects 
which would not pay for themselves, 
but which would last for, say, thirty 
years, the budget would bear only one- 


thirtieth of the original cost annually; 


(3) a flat old-age pension from the 
Federal Government to be given to the 
unemployed over 65, and provision 
made for the Federal Government to 
match dollar for dollar any additional 
allowance by the states; (4) an increase 
in personal income, inheritance, and 
corporation income taxes to help meet 
pension costs; (5) a flexible WPA to 
provide for those unemployed in pri- 
vate industry or permanent PWA, pay- 
ing less than private industry, expand- 
ing and contracting according to bad 
or good times; (6) a new long-term 
capital loan bank similar to proposals 
made by Adolph Berle, Jr., Guy Mallon 
and others, either operated by the Gov- 
ernment or with joint government and 
private capital, and tied in with the 
Federal Reserve; this bank would spe- 
cialize in long-term loans for new con- 
struction, and have powers to make 
loans at “selective” rates of interest— 
the object being to utilize interest rates 
to increase construction and employ- 
ment. 


BOOKLETS 


Current Pouicires tN Personat RELATIONS 
1x Banxs. Bv Helen Baker. Princeton, 
New Jersey: Princeton University. 1940. 
Pp. 50. $1. 


Containtne the results of a study of com- 
parative data supplied by fifty banks in 
1934 and by forty-eight of the same group 
in 1939 and 1940, this booklet provides a 
practical approach to many bank personnel 
problems. 

A summary of developments from 1934 to 
1939 is given; employment policies and pro- 
cedures are studied; job classification, pro- 
motional policies and employe rating are 
discussed as part of the salary administra- 
tion problem; a chapter is devoted to edu- 
cational plans, including material on en- 
couragement of outside education, training 
within the organization, and information on 
bank policies and practices; plans for finan- 
cial security are suggested, including thrift, 
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group insurance, pension, and dismissal com- 
pensation plans; the medical department 
and health service phases of personnel are 
discussed; data are included on employe 
organizations, hours of work and vacations; 
and a helpful bibliography is appended. 


ProceEDINGs OF THE First ANNuAL New 
HampsHirE Bank MANAGEMENT Con- 
FERENCE. Hanover, New Hampshire: The 
Amos Tuck School of Administration and 
Finance, Dartmouth College. 1940. Pp. 80. 

A.trHovucGn it was not feasible to publish all 

of the proceedings of this conference, held 

in June of this year, many speeches of real 
banking interest are included: Basic Causes 
of Savings Bank Liquidations in New 

Hampshire, by Willard D. Rand; The Bank 

Investment Problem, by Robert H. Craft; 

Federal Housing Administration Loans, by 

William D. Flanders; Experience with Fed- 

eral Housing Administration Loans, by 

Elbert S. Brigham; The Use and Abuse of 

Bond Ratings, by Russell Leavitt; Install- 

ment and Personal Loans, by Alexander J. 

Guffanti; Personal Loans Build Earnings 

and Good Public Relations, by O. Lee 

Hodgkins; Personal Loans and Good Will, 

by William J. Barrett; The Impact of the 

War on Banking, by Robert H. Craft; 

Purpose and Functions of Savings Banks 

Trust Company from the Standpoint of 

Bank Ioan and Investment Policies, by 

Irvin Bussing; Public Relations Through 

Bank Personnel, by J. Stanley Brown; 

Financial Problems of the Federal Govern- 

ment, by Roswell Magill; Our Relation to 

the European War, by Ernest Martin Hop- 
kins; ete. 

America’s CHILDREN. By Maxwell S. 

Stewart. New York: Public Affairs Com- 

mittee. 1940. Pp. 31. 10 cents. 


Basep upon a series of Government studies 
and research documents assembled for the 
White House Conference on Children in .a 
Democracy, held in Washington earlier in 


Interested in 
banking books? 


Send for our complete 
catalogue 


Bankers Publishing Co. 


465 Main Street 
CAMBRIDGE, MASS. 


the year, this pamphlet discusses: Family 
life and the child; families and their in- 
comes; housing; health needs; what is being 
done; and the recommendations made by 
the Conference. 


Exp tHe Gotpen Swinpte and Tue Far 
oF THE GoLpEN Empime. By Srinivas 
Wagel. New York: Ernest D. Kracht, 67 
Broad St. 1940. Pp. 31; 48. $1 each. 

In these booklets, the first two of a series 

of four, the author recommends repeal of 

the Thomas Amendment to the Agricul- 
tural Bill of 1933 as well as the Silver 

Purchase Act, an additional legislation for- 

bidding the Government from buying any 

gold or silver, domestic and foreign. Such 
legislation should provide authorization for 
the Government to sell gold freely at $35 
an ounce, silver at 35 cents; removal of all 
restriction against holding, trading, export- 
ing or importing gold; minting and circula- 
tion of gold dollar coins of 15 5/21 grains 
900 fine; the dollar, like sterling, to have 
no link with gold, or have no fixed weight— 
the gold coin becoming a token coin, in 
same manner as silver dollars; the dollar to 
have the backing of gold, gold value being 
computed at the market rate; and the 
establishment of a free market for gold. 
In the second booklet, “The Fall of the 

Golden Empire,” the author contends that 

gold can have very little place in any future 

monetary system of ‘the world—that the 

United States stands to lose $10,000,000,000, 

or half the present value of our stock, and 

again recommends action to stop further 
gold purchase without the least delay. 


Forecastinc Sates. New York: Policy- 
holders Service Bureau, Metropolitan Life 
Insurance Company. 1940. Pp. 57. 


Tuts report analyzes the factors considered 
by forty-eight companies in making fore- 
casts, such as conditions within the com- 
pany, conditions within the industry and 
customers’ industries, and the general busi- 
ness outlook. The sources most frequently 
used to gather this information are de- 
scribed. The various ways companies fix 
responsibility for forecasts, the statistical! 
methods used to draw up data and make 
analyses, the periods covered, and interim 
breakdowns are also discussed. 


Propuctivity, Wacres, AND’ Nationat In- 
come. Washington, D. C.: The Brookings 
Institution. 1940. Pp. 21. 


Tuis pamphlet is a digest of the study “Pro- 
ductivity, Wages, and National Income,” by 
Spurgeon Bell, published by the Brookings 
Institution, and contains discussions of: 
Productivity, output, employment, and 
wages; division of the gains; translating 
potential productivity gains into actual 
national income. 
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Defense Financing Possibilities 


Division of Industrial Economics, The Conference Board, New York City 


N an extreme national emergency the 
I Federal Government could divert 

from seventeen to nineteen billion 
dollars from current national savings 
and consumption to defense financing. 

These estimates are presented as 
guides toward a “pay-as-you-go” policy, 
rather than as absolute amounts that 
can be captured in total and used as 
the sole basis for preparedness or war 
financing. 

The totals, however, do indicate that 
the American standard of living is such 
that an impressive segment of our na- 
tional consumption is set aside for 
satisfying desires less urgent than those 
for basic nourishment, shelter or 
warmth. Insofar as these “optional” 
productive facilities can be diverted to 
the production of war supplies or to 
increase the efficiency of producers, they 
provide a source of supply that must be 
considered in any program of industrial 
or fiscal mobilization. 

After expenditures for the general 
“necessities” of life have been deducted, 
the national income in 1940 provides 
from seventeen to nineteen billion for 
savings and other purposes, whereas 
current needs for national defense are 
estimated to amount to anywhere from 
five billion to fifteen billion. Thus, a 
possible excess of income now spent 
for the non-necessities exists of from 
two billion to twelve billion. 

By practically placing the nation 
upon a “subsistence” basis, an addi- 
tional sum of from five billion to seven 
billion could probably be raised out 
of current income. These figures are 
derived from a study of consumption 
habits in operation. In 1937, roughly 
15 per cent of total income was set aside 
for savings, and for goods and services 
not directly needed by the purchasers. 


A further 6 per cent could be mobilized 
if national consumption currently 
should be reduced to a “practical mini- 
mum level.” 

Of the initial fifteen to seventeen bil- 
lion, most of it—from eleven to twelve 
billion—would represent income di- 
verted from normal “optional” spend- 
ing, the remainder the savings of indi- 
viduals and corporations. Savings |.y 
individuals would account for from four 
billion to five billion, and undistributed 
corporate income would _provile 
approximately one and one-half to ove 
and three-quarter billion dollars. 

Estimates of savings of all corpora- 
tions in 1939, based on preliminary 
data, show that American business as 
a whole recorded negative savings for 
the tenth consecutive year, indicating a 
continued draft on its capital over the 
entire past decade. Roughly but one 
out of every three corporations was 
operating above the statutory break- 
even point even in 1937, the peak year 
of the Thirties. The conscription of 
undistributed corporate income savings 
would penalize smaller undertakings in 
addition to cutting off completely any 
chance of expansion through  self- 
financing. 

Principal fields which would be most 
severely hit by a reorientation of con- 
sumption habits would be those of priv- 
ate education, recreation, and _ auto- 
mobiles. 

The percentage of “optional” spend- 
ing naturally rises as income rises, so 
that families earning from $1,500 to 
$1,750 have only about five per cent of 
their income available for “optional” 
purchasing, while almost one-half of 
the incomes within the $15,000 to 
$20,000 range is spent for the non- 
necessities. 
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Auto and Appliance 
SALES FINANCING 


By Cart M. Fiora 


Assistant Vice-President, First Wisconsin National Bank, Milwaukee 


ALES financing is in many ways the 
most desirable form of consumer 
credit for the following reasons: 

1. It is economically sound, as it 
may be a form of savings. For example, 
on the purchase of an electric refrigera- 
tor, the buyer is not only paying for 
the goods as consumed but investing 
current income in a utility which will 
be of value for many years. 

2. An installment sale of durable 
goods is always collateralized, as it is 
secured by a lien on the merchandise 
involved. This not only collateralizes 
the obligation, but creates a very strong 
incentive for the buyer to pay. 

3. Protection may be provided for 
the finance institution by dealer liabil- 
ity on installment paper purchased. 

4. Dealer reserves may be set up to 
furnish further protection against loss 
in liquidation of installment paper. 

5. The installment buyer has accumu- 
lated a down payment and feels he can 
conveniently pay the _ installments, 
whereas many personal loan customers 
come to us because they are in financial 
distress. 

6. Sales financing is the most eco- 
nomical form of consumer credit to 
handle. Installment contracts can be 
a with less expense than personal 
oans. 


Dealer Finance Services 


To engage in the field of automobile 
sales financing, it is necessary to pro- 
vide a complete finance service to auto- 
mobile dealers: 

1. Floor plan credit to carry an in- 
ventory of automobiles. 

2. Demonstrator plan _ to 
demonstrating cars for salesmen. 


finance 
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3. Short term plan to handle con- 
tracts running from thirty to ninety 
days. 

4. Complete retail plan to purchase 
conditional sales contracts on new and 
used cars. 

Appliance financing is a more simple 
procedure than automobile financing. 
The amounts of credit extended in the 
appliance field are less per transaction. 
The floor plan requirements of an appli- 
ance dealer will run from $300 to 
$1,000 and the average retail contract 
will be from $150 to $200. 

The credit requirements for appliance 
dealers are: 

1. Floor plan credit to carry an in- 
ventory of appliances for display and 
sales purposes. 

2. A complete retail plan for the pur- 
chase of conditional sales contracts. 


Credit Policies 


The credit policies to be followed in 
both automobile and appliance install- 
ment financing are as follows: While 
a dealer should have a contingent liabil- 
ity on his installment paper, the credits 
should be checked and the paper should 
be purchased on the merits of each 
transaction. Sufficient reserves should 
be held by the bank out of the finance 
charge to insure a liquidation of the 
paper without loss. We should do busi- 
ness only with good dealers. In judging 
a dealer, character, capability and suffi- 
cient capital (with the assistance of a 
complete finance service) are the neces- 
sary factors. 

Floor plan credit to carry new cars 
or appliances is comparatively simple. 
The bank holds title to the merchandise 
under a trust receipt. This type of 
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credit can be hazardous, and should be 
entered into with caution. The mer- 
chandise financed should be checked 
frequently to make certain it is in the 
dealer’s possession. 

Salesmen need to finance demonstrat- 
ing cars. This type of credit can also 
be hazardous, and should be extended 
only with the full endorsement of a 
responsible dealer. 

A basic policy to be applied on the 
purchase of retail paper is: Purchase 
paper only from a good dealer. The 
installment paper can be no better than 
the dealer who creates it, because the 
good dealer will sell honestly and have 
satisfied customers, insuring a_satis- 
factory experience on the paper he 
creates. ’ 

The dealer should have some form of 
contingent liability on his retail paper. 
This can be accomplished by an en- 
dorsement, a repurchase agreement, a 
holdback account, a reserve account, or 
a combination of these factors. A 
complete without-recourse basis is un- 
sound because the incentive to create a 
sound sale is destroyed. A_ bank’s 
policy in the field of sales financing 
should be to handle installment paper 
on a very sound basis. 


Proper Handling Essential 


Sales financing is much more techni- 
cal and highly specialized than personal 
loans. It will take considerable time 
to acquire the necessary experience and 


‘‘It may appear that there are 
many obstacles before us when 
we consider the field of automo- 
bile sales financing. However, 
as you well know, we enjoy a 
great many natural advantages, 
and any business as profitable 
and sound as automobile financ- 
ing is well worth planning for,’’ 
states Mr. Flora in the accom- 
panying portion of his recent 
address at the Wisconsin State 
Chapter AIB Convention. 


educate our personnel to handle this 
business properly. Thus it is evident 
that to secure sales financing paper on 
the proper basis we should proceed 
slowly and in a conservative manner. 

You will find that many dealers are 
hostile to a bank’s activities in financ- 
ing. The finance companies have done 
a good job for the dealers, and the 
dealers may feel that we want to skim 
off the “cream paper” and give little 
consideration to their interests. 

To an automobile dealer his finance 
program is a vital factor in his business 
success. He must have a permanent 
and efficient finance service or he will 
lose business and profits. A dealer 
would be foolish to assume a contingent 
liability on his paper with an organiza- 
tion that was not properly set up to 
service it. Many dealers who have been 
in business for some years have created 
a large volume of installment paper and 
know a great deal about this business. 
The good dealers who create desirable 
paper are continuously solicited for this 
paper. 

It may appear that there are many 
obstacles before us when we consider 
the field of automobile sales financing. 
However, as you well know, we enjoy 
a great many natural advantages, and 
any business as profitable and sound as 
automobile financing is well worth 
planning and working for. 


® 


THE public relations work of any bank 
from now on must be considered of 
vital importance. As bankers we must 
continue to study both internal and 
external conditions. We must have not 
only the internal perspective, but we 
must also have the external perspective; 
that is, we must try to see the public’s 
point of view. We must see that a 
program of better understanding exists 
within the banks, with the public, and 
with other banks. —Stephen H. Fifield, 
President, Financial Advertisers Asso- 
ciation, and President, Barnett National 
Bank, Jacksonville, Florida, in @ resent 
address. 
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Public Relations for the 
TRUST DEPARTMENT 


By J E. Drew 


Director of Public Relations, California Bankers Association, San Francisco 


N my work I meet dozens of bank 
officers who assure me they have no 
public relations problem, and I 

would assume that perhaps there are 
trust men who hold that same opinion. 
Well, sometimes it is hard to recognize 
the problem as such. If, however, you 
have a beneficiary who a few years ago 
was receiving $5,000 a year income and 
is now receiving $3,500, you have a 
Class A public relations problem. If 
you have trusts which contain real es- 
tate which is eating up taxes and pro- 
ducing no income, you have a problem 
when you explain to the heirs. If you 
have a group of beneficiaries who are 
firmly convinced that in some mysteri- 
ous way you had something to do with 
their loss of principal or income, you 
can label that too a problem. If you 
have an unpleasant suit in court, or you 
have had an unhappy experience with 
customers over fees, operations or treat- 
ment accorded them, or if you have a 
teller or a bookkeeper who has a pretty 
bad opinion of you in particular and 
the trust business in general, or if you 
have a banking department that refuses 
to codperate with your division, or if 
you are not obtaining all the business 
you can possibly handle—then, Mister, 
you have a public relations problem. 
And you are not alone because there is 
no one in any line of business today 
who does not have some problem which 
can be cured by the intelligent applica- 
tion of public relations technique. 

Public relations starts at home. It 

starts with management and that means 
you. You must continue on the same 
path that you have been traveling for 
the past six or seven years with strict 
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adherence to the trust man’s bible— 
your Statement of Principles. There is 
nothing spectacular about that docu- 
ment. It is not written with the fine 
flourish of the salesman, nor does it 
contain an empty promise, nor does it 
set forth an impossible ideal. It was 
designed solely to set forth the day-by- 
day creed of responsible men perform- 
ing an important task honestly and 
competently with absolute respect for 
law, justice and the sacred rights of 
those whose affairs are entrusted to 
them. I emphasize this document par- 
ticularly because unless you live and 
work by it no amount of public rela- 
tions effort can whitewash its violation 
nor can advertising and publicity hide 
the blot on the trust record. 


Employe Relations 


Unless you have good employe rela- 
tions, there is no use in having a public 
relations program. You cannot expect 
the support of the public if your own 
staff is dissatisfied, unhappy or in- 
efficient. 

Management has an important part 
to play here, both personally and off- 
cially. Personally through your own 
actions, you must win the respect, co- 
operation and loyalty of your staff, and 
I know most of you have done this. You 
have done it through a spirit of help- 
fulness, through self-restraint; by little 
acts of courtesy and by a willingness to 
cheer a teller or a bookkeeper for a 
piece of work well done. You have done 
it by personal demonstration of real 
leadership. 

Officially, you must make every effort 
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to provide decent working conditions 
for your staff. Watch for the little 
things that make or mar the day’s work 
—the light, heat, room to work, satis- 
factory equipment. Hear every com- 
plaint and suggestion and base your 
action on common sense. You will be 
surprised to find the number of im- 
provements in operating technique and 
the volume of new business that will 
come through staff suggestions once 
they feel that privilege is theirs. The 
skillful .trust officer will identify his 
employes’ interest with his own and 
with that of the bank. Together you 
are working toward a common goal. 

Farsighted management these days is 
more and more closing the gap that ex- 
ists between the department head and 
the next ranking officer. It is starting 
to train second and third place men so 
that there may be a continuity of trained 
and skilled official personnel. There is 
too wide a spread at present between 
you and your first assistant, a spread 
in years, experience and ability. The 
building of an efficient personnel is one 
of the biggest problems confronting the 
trust business. 


Customer Relations 


So much for management. Let’s con- 
sider the next phase of this problem 
and we will call it “customer relations,” 


“You have a _ tremendous 
stake in the success of public re- 
lations. It will open new fron- 
tiers of service to the trust in- 
stitution. It will bring more 
business to your own company. 
It will mean greater opportunity 
for you—more pay—a better 
job. And every time you make 
a friend for the trust business 
you make a friend for free en- 
terprise, the spark plug of 
American democracy,’’ points 
out Mr. Drew in the accompany- 
ing portion of his recent address 
at the Salt Lake City ABA Re- 
gional Trust Conference. 


a specialized division of public rela- 
tions. Much of the grief experienced 
by trust companies would be eliminated, 
I am confident, if the customer were 
started right when the account is 
opened. It is his account and his busi- 
ness but, according to the polls, he 
doesn’t know very much about it. The 
alert trust officer should make the cus- 
tomer feel perfectly at home. Remem- 
ber in the case of a widow or children 
it is perhaps the first time they have 
ventured into your office. They are at 
a tremendous disadvantage. They are 
worried. They are entering upon a 
new and perhaps foreboding period in 
their lives. They have been ushered 
into your presence by the acts of some- 
one who has gone on before. There in 
your hands rests their security, their 
hopes and aspirations, and _perhajs 
their destiny. How you greet them and 
what you say and do in that first inter- 
view will create an impression that will 
be a powerful influence in determining 
their attitude toward the trust company 
in the days to come. There is one sure 
rule to guide you in this situation, and 
it should be followed by every member 
of your staff: Put yourself in the place 
of the customer! 

Remember, the customer is no mind 
reader. What is an old, oft-repeated 
story to you is a brand new experience 
to him. Be patient. Explain again and 
again. Be tactful, be diplomatic, be 
sympathetic, and be firm, and you will 
have made a friend. 

In that first interview and in the early 
ones that follow, make sure that your 
customer knows exactly what he is do- 
ing—that he understands the terms of 
the will or trust and if he doesn’t, out- 
line them for him—that he understands 
the fees and how they are to be deter- 
mined and deducted—that he has defi- 
nite information about the estate—that 
he knows how, when and where he is 
to get his income and what discretion- 
ary rights, if any, he may enjoy. Tell 
him what you can do and what you 
cannot do, and you can look forward 
to a pleasant association with a friendly 
customer. And that is one of the stories 


revealed by the poll. 
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ories 


The men who handle the accounts are 
all fine men—courteous, sincere and 
cordial, but they are human and they 
forget as you and I forget. Let them 
keep in mind the simple rules of pleas- 
ant human relationships. Let them show 
a genuine interest in the estate and let 
them feel that it is Mrs. Jones’ prop- 
erty and not C-379452. Keep the index 
numbers for the files and maintain a 
human relationship across the desk and 
over the counter. Personalized human 
service makes friends for the trust com- 
pany and, incidentally, makes more 
trust business. 

I know if we could all forget the tech- 
nical terms of the shop and remember 
that many of them are just so much 
Greek to the average customer, we could 
eliminate a lot of headaches. Use plain, 
simple English and forget the legal 
terminology. 

To the layman it seems that many 
trust company forms must have been de- 
signed primarily for the benefit of the 
auditor, the bank examiner or the trust 
officer himself. Certainly they were 
never meant to convey accurate informa- 
tion about stocks, bonds and real estate 
to a person who is entitled to know the 
facts about income and expense. Why 
can’t they be simplified? 

There is a simple knack about get- 
ting along with people. I think the 
first rule would be to recognize the im- 
portance of the name. There are many 
names that are prominent in the head- 
lines but of all the names in the world 
today there is none quite so important 
as your own, and the other fellow thinks 
the same about his name. The officer 
and teller who can greet a customer 
by name warms that person’s heart and 
ties him to the institution with a strong 
bond of friendship. Yet, how the cus- 
tomer must feel who comes to the same 
officer and teller time after time and 
is never recognized or hears his name 


fumbled. 
Letters and the Telephone 
And the second point of contact—the 


letter. You have received them from 
other trust companies. Didn’t they some- 


times jar you by being abrupt and curt? 
And did they tell a coherent story? 
You are familiar with the type some- 
times written by an enthusiastic and en- 
terprising young assistant trust officer. 
It is a minor masterpiece of legal 
mumbo-jumbo with which the _bene- 
ficiary curls up in front of the fireplace 
on long winter evenings and tries to 
solve the mystery. Remember, the let- 
ter is a picture of you and your bank. 
Make it sound like you and made it tell 
a simple and direct story in a warm, 
friendly way. 

The third point of contact—the tele- 
phone. Do the members of your staff 
properly identify themselves when an- 
swering the telephone, or do they blurt, 
grunt or squeak or make some other 
sound that may be interpreted as 
“hello”? How do they relay calls and 
what happens if the person called is 
away from his desk? Does some starry- 
eyed darling murmur politely, “He’s 
not in” and then hangs up without fol- 
lowing through and satisfying the cus- 
tomer with definite information? 

When using the telephone, visualize 
the person to whom you are speaking. 
Cultivate the same friendly voice you 
would employ in speaking directly to 
him and you will be surprised how 
satisfactory telephone conversations can 
be. More good will is destroyed by bad 


‘‘Much of the grief experi- 
enced by trust companies would 
be eliminated, I am confident, 
if the customers were started 
right when the account is 
opened. How you greet them 
and what you say and do in that 
first interview will create an im- 
pression that will be a powerful 
influence in determining their 
attitude toward the trust com- 
pany in the days to come. There 
is one sure rule to guide you in 
this situation, and it should be 
followed by every member of 
your staff: Put yourself in the 
place of the customer!’’ 
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telephone habits than by any other 
means of contact with your public. 


Demonstrate Leadership 


This movement must stem from you. 
Now, as never before, you must demon- 
strate your qualities of leadership. Start 
immediately on your program of public 
relations. It is your opportunity and 
your challenge—and never stop. You 
are talking to a parade—your job is 
never done. 

You have a tremendous stake in the 
success of trust public relations. It will 
open new frontiers of service to the 
trust institution. It will bring more 
business to your own company. It will 
mean greater opportunity for you— 
more pay—a better job. And there is 
something greater still to be gained by 
this crusade. Every time you make a 


*‘T know if we could all forget 
the technical terms of the shop 
and remember that many of 
them are just so much Greek to 
the average customer, we could 
eliminate a lot of headaches. Use 
plain, simple English and forget 
the legal terminology. 

**To the layman it seems that 
many trust company forms must 
have been designed primarily for 
the benefit of the auditor, the 
bank examiner or the trust 
officer himself. Certainly they 
were never meant to convey ac- 
curate information about stocks, 
bonds and real estate to a per- 
son who is entitled to know the 
facts about income and expense. 
Why can’t they be simplified?’’ 


friend for the trust business you make 
a friend for free enterprise, the spark 
plug of American democracy. So you 
are doing a much bigger job than 


career. You .are_ strengthening the 
building a department or carving a 


foundations of America. 


Banking Responsibilities 


DO not wish to minimize the responsibilities of the com- 

mercial banking system to the community in general to 

assist in the building up of savings, or to the individual 
savings depositor to give him as high a yield on his savings 
as is consistent with the monetary conditions of the country. 
It is my feeling, however, that to a considerable extent 
banks have, during the past several years, tended to sub- 
ordinate their other responsibilities to the responsibilities 
which I have just mentioned. These other responsibilities 
are : Giving sound asset protection to deposits and to capi- 
tal funds; extending credit accommodation to customers on 
a reasonable basis; being fair with employes; and provid- 
ing fair income return and appreciation of principal value 
to stockholders. It seems to me that as long as excessively 
easy money conditions exist in this country we should give 
more weight to these last responsibilities than to the pay- 
ment to savings depositors of interest in excess of the going 
rate on other highest grade, short term obligations.— 
Stephen M. Foster, City Bank Farmers Trust Company, 
New York City, in a recent address. 


THE BANKERS MAGAZINE for October, 1940 





The Financial Problem of Small 
Business 


By Senator JosepH C. O’MAHONEY 
Chairman, Temporary National Economic Committee, Washington, D. C. 


(A study of the problem of small busi- 
ness, prepared by the Investment Banking 
Section of the Securities and Exchange 
Commission for the Temporary National 
iconomic Committee is being sent to the 
Government Printing Office for immediate 
printing. This report contains the results 
of more than, a year’s study in Washington 
and throughout the country, regional sur- 
veys being made at Portland, Oregon; 
Seattle, Washington; Denver, Colorado; 
Houston, Texas; Detroit, Michigan; Scran- 
ton-Wilkes Barre, Pennsylvania; and Fall 
River, Massachusetts. In each of these cities 
representatives of small business were in- 
vited to make their needs known and the 
information secured through personal inter- 
views with businessmen in each of these 
cities has been used in the preparation of 
the report. The following is a summary of 
the report, prepared by Senator O’Mahoney, 
chairman of the TNEC): 


RMERLY local wealthy individ- 

uals were almost the sole source of 

equity capital for local enterprise, 
but the report shows that today group 
efforts appear to be replacing individual 
efforts in the supply of venture money. 
The growing practice by individuals of 
placing their savings with savings 
banks, life insurance companies, build- 
ing and loan association, or the pur- 
chase of stock in the great corporations, 
has tended to syphon off money which 
would otherwise be used for investment 
in local enterprise. The integration of 
a considerable part of local business 
into national organizations, which them- 
selves finance their various dealers has 
made considerably more difficult the 
financing of the remaining independent 
local enterprises. 

Investment banking appears to have 
played virtually no part in the financing 
of small business since the underwriting 
and marketing of securities—the tradi- 
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tional business of the investment bank 
—is geared almost exclusively to the 
requirements of large enterprise. The 
overwhelming preponderance of small 
business is unincorporated, consequently 
only a small sector at best can avail 
itself of investment banking machinery. 

While the investment trust presents 
important possibilities as a mechanism 
for providing equity capital to interme- 
diate-sized business, it has seldom been 
used for that purpose. As now consti- 
tuted the investment trust offers little 
promise as a financing medium to the 
small enterprise. 


The Banks’ Position 


Traditionally, the commercial bank 
has been a major source of credit to 
local enterprise. The local bank was 
completely integrated into the life of 
its community; its management and 
ownership were in local hands; the busi- 
ness potentialities of its borrowers were 
known intimately. Frequently, the di- 
rectors and principal stockholders were 
also themselves financially interested in 
local ventures. But with the advent of 
the depression of the 30’s and the re- 
sulting credit strain upon the local 
banking system, the procedures for ex- 
tending credits broke down. 

Much of the small business enterprise 
on which local commercial and indi- 
vidual activity depends is not in a posi- 
tion to meet the existing lending 
standards of commercial banks. Com- 
mercial banks which are under direct 
public supervision, do not act without 
justification in restricting credit to 
small business. The position adopted 
by the commercial banker, that the 
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funds at his disposal belong not to him 
but to his depositors, and, therefore, 
can be loaned only to individuals and 
enterprises whose assets and future 
prospects make repayment certain, is 
fundamental to sound banking practice, 
the report states. Under this. responsi- 
bility, the business prospects of a con- 
siderable proportion of the smaller 
enterprises at any given time is not such 
as to warrant bank credit. The heart 
of the credit problem has been and con- 
tinues to be that large group of small 
businessmen whose enterprises are not 
so firmly established and whose per- 
sonal resources are not so great as to 
be able to satisfy the existing standards 
of commercial banking. The report 
traces the experience of the Federal 
Housing Administration, the Federal 
Reserve Banks and the Reconstruction 
Finance Corporation in endeavoring to 
fill up the void. It also deals with the 
newer financing agencies which have 
become the bankers for small business 


While recognizing that the 
making of ‘‘capital’’ loans by 
commercial banks is open to 
serious question, the report 
states that ‘‘the practice never- 
theless merits further thought in 
considering the entire problem 
of financing small business. If 
it is deemed advisable for the 
commercial bank to further ex- 
tend its aid to small business in 
this direction, it must be recog- 
nized that facilities will have to 
be provided to protect the banks 
against the non-liquid and non- 
marketable character of the 
assets which they will be re- 
quired to hold, as well as against 
the added risks involved. Con- 
sideration should be given to the 
advisability under suitable safe- 
guards for the Federal Reserve 
Banks or the Reconstruction 
Finance Corporation assuming 
the rele of guarantor on such 
loans.”’ 


—the accounts finance companies, the 
factors, the personal loan companies and 
the trade creditor. 


Present Facilities 


The report makes no specific recom- 
mendations. But evidence indicates that 
of the existing financial institutions, the 
investment trust or company appears to 
be the instrumentality the form of which 
is most suitable for providing equity 
capital to the incorporated sector of 
small business. 

With respect to the provision of long 
and short-term credit, the report points 
out that credit is being successfully ex- 
tended to small business, witness the 
phenomenal and profitable growth of 
the “retailers” of credit—the accounts 
finance company, the factor, the per- 
sonal loan companies, etc. The success- 
ful experience of these lenders is due 
largely to their having developed such 
techniques and methods as “(a) pooling 
of risks; (b) routine procedures for 
appraisal, accounting, and servicing; 
and (c) establishment of schedules of 
charges appropriate to each class of 
risk as well as to individual risks. In 
other words, these ‘retailers’ of credit 
have been successful in financing small 
business because they have devised 
‘mortality tables’ expressly designed for 
the financing of small business.” 


Loan Insurance Proposed 


It is suggested that encouragement be 
given to the organization of additional 
finance and factoring companies of 
moderate size and a wider extension of 
the field of activity of the existing com- 
panies, coupled with some machinery 
for the codrdination of their functions 
and activities in such a way as to reduce 
costs and to improve terms, the de- 
ficiency in credit facilities for small 
business might in part be remedied. 
Consideration should also be given to 
the desirability of providing insurance 
against losses sustained by such inter- 
mediary institutions either by an agency 
of government or by a corporation 
privately financed and expressly organ- 
ized for that purpose. 
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While recognizing that the making of 
“capital” loans by commercial banks 
is open to serious question the report 
states that “the practice nevertheless, 
merits further thought in considering 
the entire problem of financing small 
business. If it is deemed advisable 
for the commercial bank to further ex- 
tend its aid to small business in this 
direction, it must be recognized that 
facilities will have to be provided. to 
protect the banks against the non-liquid 
and non-marketable character of the 
assets which they will be required to 
hold, as well as against the added risks 
involved. Consideration should be 
given to the advisability under suitable 
safeguards for the Federal Reserve 
Banks or the Reconstruction Finance 
Corporation assuming the réle of guar- 
antor on such loans. The basic princi- 
ple for such an insurance arrangement 
has already been embodied in a legis- 
lative proposal.” 


Proposed Legislation 


The report reviews certain of the 
measures which have already been pro- 
posed to Congress for the provision of 
more adequate long-term and_inter- 
mediate credits for small business, such 
as Senator Mead’s bill which provides 
for the creation of an industrial loan 
corporation, which would utilize the 
existing machinery of the Federal Re- 
serve System. Reference is also made 
to other proposals to overcome the 
deficiencies of the existing commercial 
bank system in supplying credits to 
small business such as the creation of a 
capital-credit banking system as a sup- 
plement to the existing banking struc- 
ture. Commenting on this proposal, the 
report states, “those who have urged 
such proposals, believe that such a 
banking system is required not only for 
small and intermediate size businesses 
but for business as a whole since only 
through such banks can equity financ- 
ing be provided.” 


Conclusion 


The report also contains a discussion 
of the recent proposal by Chairman 
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Jerome N. Frank of the Securities and 
Exchange Commission for the estab- 
lishment of a system of regional finance 
companies. In conclusion the report 
states that “it cannot, however, be 
emphasized too strongly that merely to 
reduce the cost of credit or to make its 
supply more abundant will not solve all 
of the small business man’s problems. 
Nor can we afford to overlook that, in 
addition to adequate capital and credit 
facilities, small business also requires 
that its operating efficiency and techni- 
cal equipment be improved. Small 
business must, in order to survive, 
match the operating and developmental 
efficiencies which large business enjoys 
through its expert accounting, mana- 
gerial, and operating techniques. 

“Just as the credit and marketing 
problems of the farmer have been dealt 
with successfully because they have been 
delimited and special solutions devel- 
oped for particular needs, so, too, the 
capital and credit problem of small 
business requires to be broken down 
into its component parts and special 
solutions found for its peculiar require- 
ments.” 

© 


BUILDING GOOD PUBLIC 
RELATIONS 


Ir there is one outstanding character- 
istice of a sound job of building good 
public relations it is that it must start 
right down at the grass roots and the 
superstructure can be erected only when 
the foundation is right. We must take 
the customers behind the scenes and 
show them the inside workings of a 
great business activity. This cannot be 
done in a day nor in a year. It cannot 
be done spasmodically and it cannot be 
done by one institution. One hundred 
thirty million people must be reached. 
They must be reached continuously and 
consistently. Every little phase of the 
banking business that you may desire 
to make known must be told a dozen 
times and in a dozen different ways and 
illustrated in every conceivable way.— 
Ernest L. Pearce, Executive Vice-Presi- 
dent, The Union National Bank, Mar- 
quette, Michigan, in a recent address. 
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SURVEY 


Condensations from Magazines, Reviews, 


Reports, Bulletins, Radio Discussions, 


Advisory Services, Newspapers, etc. 


WAR TIME BANKING IN ENGLAND 


Business Conditions Weekly, Alexander Hamilton Institute, Inc., New York City 


T the outbreak of the war, the Brit- 
ish Government adopted two vital 
policies which have had an impor- 

tant effect on the banking position of 
the country. The first was to éndeavor 
to finance the war at a low rate of in- 
terest; the second was to sell to indi- 
vidual investors the government obliga- 
tions needed to meet the national 
emergency, and not to rely on the banks 
to absorb such obligations. The Bank 
of England as well as the British mone- 
tary authorities have strictly adhered to 
these policies. 

Despite the sharp increase in the vol- 
ume of business activity and the rise 
in commodity prices, money rates in 
England have remained relatively low. 
Similarly, the investments by the banks 
in government securities have hardly 
shown any change. 

At the outbreak of the war, the Bank 
of England realized that, at least for a 
short period of time, the government 
would have to depend on the sale of 
treasury bills to meet its deficits. In 
order to enable the banks to absorb 
more treasury bills, the Bank of Eng- 
land, through open market operations 
and otherwise, increased the cash hold- 
ings of the joint stock banks. These 
rose from 235 million pounds in June, 
1939, to 267 million pounds in Septem- 
ber. 1939. and, at the end of June, 
1940, stood at 270 million pounds. 
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‘vances to increase. 


The increase in the cash holdings of 
the joint stock banks, which corre- 
sponds to reserve balances in the Unite: 
States, enabled the banks to increase 
their holdings of treasury bills. The 
item “bills discounted,” which is com- 
posed to a large extent of treasury bills, 
increased from 249 million pounds in 
June, 1939, to 289 million pounds in 
October, 1939, and, at the end of June. 
1940, stood at 384 million pounds. 

On the other hand, investments by 
the banks, almost 85 per cent of which 
are in government securities, showed 
only a very moderate change. In June, 
1939, total investments by the banks 
amounted to 600 million pounds. In 
October, 1939, the figure stood at 605 
million pounds and, at the end of June, 
1940, at 636 million pounds. 

The fact that the banks have not in- 
creased their holdings of government 
securities to a greater extent shows that, 
so far, the British Government has been 
able to sell its bonds to individual in- 
vestors. The nationalization of Ameri- 
can securities held by British citizens 
and the payment for them in pounds 
sterling has increased the ability of in- 
vestors within Great Britain to buy gov- 
ernment securities. 

Perhaps the greatest surprise that oc- 
curred in banking in Great Britain was 
caused by the failure of loans and ad- 
It was generally 
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believed that, as industrial activity ex- 
panded and commodity prices rose as 
the result of the war, commercial loans 
by the banks would show a substantial 
increase. This did not materialize. 

In June, 1939, loans and advances of 
the eleven clearing banks in England 
totaled 966 million pounds. In Octo- 
ber, 1939, this item rose to 1,013 mil- 
lion pounds but, in June, 1940, the 
figure dropped back to 963 million 
pounds. The volume of loans and ad- 
vances in June of this year was thus 
lower than in the same month a year ago. 

The reason for this apparently ano- 
malous situation is as follows. The 
British banks curtailed their loans to 
those industries not engaged in war pro- 
duction. Meanwhile, the big armament 
industries have had sufficient cash re- 
sources at their disposal since the out- 
break of the war and have not needed 
much bank accommodation. 

So far, therefore, the war has had 
only very little effect on the banking 
situation of Great Britain. The most 
outstanding development has been an 
increase of about 200 million pounds, 
or 800 million dollars, in deposits. 


Whether or not the banking situation 
will continue to remain unaffected is 
difficult to say. Prices in Great Britain 
have steadily risen. In addition, the 
production of the country is gradually 
reaching its maximum and, under such 
circumstances, an eventual increase in 
the volume of bank loans would be a 
logical development. 

It is also likely that, as the deficit of 
the government mounts, the individual 
investors will not be in a position to 
absorb all the obligations issued by the 
government. The prospect is, therefore, 
that some of these obligations may have 
to be taken by the banks. In view, how- 
ever, of the firm determination of the 
British Government to prevent credit 
inflation, it is almost certain that the 
authorities will do everything within 
their power to prevent the bulk of the 
deficit of the government from being 
financed through the sale of bonds to 
the banks. If the government is able 
to succeed in this policy, then banking 
conditions in Great Britain will not be 
as materially affected by the war as was 
originally believed. 


SCHACHT’S NEW WORLD ECONOMY PLAN 
The Nation 


(According to The Nation magazine for 
September 7, the following is a summary 
of an interview with Dr. Hjalmar Schacht 
by a prominent Swedish journalist whose 
name, although known to The Nation, can- 
not be revealed. According to The Nation, 
Dr. Schacht, former president of the Reichs- 
bank, has been entrusted by Hitler with the 
task of perfecting a plan to be utilized in 
the economic reconstruction of Europe if 
Germany is victorious. The interview takes 
the form of an outline of a book which Dr. 
Schacht is said to have almost completed, 
and which will set forth his views regarding 
the proposed economic plan) : 


|. The introduction deals with the 
breakdown of Europe after the World 
War, stressing the failure of German 
financial policy during the Weimar Re- 
public and putting the blame for the 
economic ruin of Germany upon the 
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Allies. It contains some critical re- 
marks on American policy in relation 
to German economics. 

2. The reorganization of German 
economics after 1933. The principle of 
planned foreign trade, abandonment of 
free exchange, the fixing of prices re- 
gardless of supply and demand. The 
value of labor made the basis for de- 
termining prices of merchandise and 
materials. 

3. The causes of the present war; 
Germany’s debts, its lack of raw ma- 
terials, its displacement from former 
markets, strangulation of credits by the 
United States, the boycott of Nazi Ger- 
many. “The contrast between rich and 
poor became increasingly unbearable.” 
England and the United States as the 
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“haves” and Germany and Italy as the 
“have nots.” “This war is an uprising 
against British and American _pluto- 
cracy.” 

4. After-effects of the war. Germany 
and Italy will reorganize the entire eco- 
nomic system of Europe, including the 
former colonial possessions of the de: 
feated countries. 


The foundation of a European Ex- 
port and Import Syndicate has been 
decided upon. This syndicate will fix 
the regulations for export trade with 
the United States, Japan, and Russia. 
Similar or equivalent organizations 
would have to be created in those coun- 
tries, to guarantee successful collabora- 
tion. Negotiations with individual 
firms or groups will be replaced by 
negotiations with government agencies. 
Prices, quotas, ecenditions of delivery 
and payment will have.to be fixed by 
the E. and I. S. in Europe and by cor- 
responding organizations in the United 
States, Russia, and Japan. All coun- 


tries in the Pacific Ocean will be con- 
sidered European, Japanese, or Russian 


spheres of influence. The distribution 
of quotas in Central and South Ameri- 
can markets will be arranged between 


the E. and I. S. and the United States. 


The distribution of raw materials is 
to be regulated by an agreement between 


Germany, Italy, Russia, Japan, and the 
United States, according to a fixed plan. 
Germany will, even after the war, con- 
tinue to develop its artificial raw- 
material production. It will do so for 
two reasons: defense of the country, 
and quicker and less expensive sources 
of supply. Dr. Schacht is convinced 
that in eight or ten years artificial raw 
materials will be better and cheaper 
than natural ones. 

5. A conference of the banks of issue 
of the world to be established as a per- 
manent institution. The question of the 
gold standard is of secondary impor- 
tance. An agreement on this question 
with the United States will be aimed 
at. By seizing South Africa, Germany 
will become a gold producer too. Be- 
sides, the gold shipped to the United 
States by England and France will be 
utilized by Germany, Italy, and other 
states. European debts to the United 
States will be acknowledged in prin- 
ciple; payment will be made through a 
special clearing agreement and in pre- 
portion to the purchase of goods from 
Europe by the United States. . . . The 
Reichs-mark is to be declared a free 
currency again: the free rate, however, 
will not be applied to exchange of mer- 
chandise or to tourist traffic. The pres- 
ent system will be kept for exchange of 
goods and for tourist traffic. 


CONSUMER CREDIT ADVERTISING STANDARDS 


Committee on Consumer Credit, Ohio Bankers Association 


N order to assist banks in the devel- 
opment of consumer credit business 
on a sound basis, the Committee on 

Consumer Credit of the Ohio Bankers 
Association makes the following recom- 
mendations: 

1. All advertising, printed or spoken, 
should be truthful in statement and im- 
plication. 

2. Advertising should accurately de- 
scribe the merits of your bank’s services 
without reflecting on a competitor. 

3. Your bank’s consumer credit facili- 
ties should’ be advertised primarily as a 
service to the public. Advertising of 
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loan costs or rates is not recommended 
but, if used, it should state clearly the 
rates and terms, leaving no doubt in 
the public mind as to total cost in- 
volved and length of time for repayment. 

4. Unqualified superlatives and con- 
troversial phrases such as “lowest costs,” 
“lowest rates,” “quickest service,” 
“hank rates” should be avoided. 

5. Advertising should not encourage 
individuals to borrow needlessly. 

6. The above recommendations 
should be observed in connection with 
syndicated advertising as well as that 
prepared especially for your bank. 
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TIME FOR ECONOMIC REALISM OVERDUE 


New England Letter, The First National Bank of Boston, Mass. 


HE trend of Federal indebtedness 
represents more than the record of 
Government finance. It symbol- 

izes the attitude of the people and of 
Government officials toward our basic 
problems. 

Since 1930, Federal indebtedness has 
continued steadily upward until it now 
amounts to $325 per capita. The ag- 
gregate over-all debt, including Federal, 
state and local, is nearly $65,000,000,- 
000, or $500 per capita. In 1913 the 
over-all per capita debt was about $60, 
or less than one-eighth as much as at 
present. In a comparatively short 
period of twenty-seven years, on a per 
capita basis, taxes and governmental 
costs have increased 375 per cent, the 
public debt has increased 700 per cent, 
while national income has increased but 
75 per cent. 

This clearly shows that we have not 
grappled with our problems in a realis- 
tic manner. Instead of tightening our 
belts we have run up charge accounts 
for our children and grandchildren to 
meet. But even so, we are being plagued 
by carrying charges. Annual interest 
payments on our Federal obligations 
exceed by 56 per cent the total cost of 
running the Federal Government in 
1913. Then there is the question of 
amortization payments which are dis- 
regarded in a period of chronic deficits. 
Furthermore, about one-fifth of the out- 
standing obligations of the Federal 
Government are in the form of short- 
term securities—bills and notes—and 
approximately one-half mature in less 
than ten years. If there should now be 
superimposed on the present structure 
many more billions in securities on a 
short-term basis, then our financial po- 
sition might become difficult. The 
danger of inflation would be consider- 
ably reduced by financing a large por- 
tion of Government securities out of the 
savings of.the people. So in its financ- 
ing plan it would be highly desirable if 
the Government should take advantage 
of the institutional and public investing 
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field in order to place a good propor- 
tion of the issues beyond the range of 
existing maturities. 

The problems from which we have 
been trying to escape are pressing down 
upon us at a time when we are com- 
pelled to appropriate many billions for 
defense purposes. 

The democracies of Europe were so 
loaded down with debt and so _bur- 
dened with taxes that they did not have 
the courage to spend sufficient amounts 
for armaments to provide adequate de- 
fense against German aggression with 
the result that one after another of these 
countries was crushed in defeat within 
a short period of time. 

So, if this country is to avoid the 
tragedies that befell Europe it must 
strengthen itself all along the line. In 
the bitter struggle that lies ahead only 
the strong will survive. There is no 
easy way out nor any short cuts. The 
time for realism is long overdue. 

The only way that democracies can 
hope to contend with the totalitarian 
powers is to follow sound financial and 
economic policies. Toward this end it 
is essential that we live within our eco- 
nomic capacity and release the creative 
powers of private enterprise so that our 
national income may be substantially 
increased. Adjustments will also have 
to be made so that the various groups 
can exchange goods with one another 
on a broader basis. 

We should abandon forthwith the 
philosophy of spending as a means of 
creating wealth for this is a cruel illu- 
sion that leads only down the road to 
national bankruptcy. History is strewn 
with the wreckage of nations that have 
followed this course. 

It should not be forgotten that Fed- 
eral finance is closely tied up with our 
type of government and with our sys- 
tem of private enterprise. When taxes 
become too excessive, the economic 
system breaks down and the Govern- 
ment steps in and assumes control. Gov- 
ernmental control would be accom- 
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panied by complete regimentation, 
including the allocation of capital to 
industry, the fixing of prices, the divi- 
sion of markets and the like. Carried 
to its logical conclusion, such a system 
would have power of life and death over 
all industry, would. determine what 
lines were to receive credit, what new 
industries were to be encouraged and 
what new inventions were to be adopted. 


Eventually it would sterilize progress, 
jeopardize democracy and imperil our 
liberties. Self-government would be re- 
placed by the iron rule of bureaucracy. 
In other words, if we do not pursue a 
sound financial course then we run the 
danger of bringing about the very to- 
talitarian system from within that we 
are now spending billions of dollars to 
fight from without. 


FOREIGN TRADE UNDER WAR CONDITIONS 
The Index, The New York Trust Company, New York City 


LTHOUGH. the export trade of the 
United States has been temporarily 
stimulated since the outbreak of 

the war, offsetting influences are becom- 
ing pronounced, Except for cotton, 
agriculture has suffered as foreign coun- 
tries have reduced their purchases of 
farm products in order to have dollar 
exchange for military supplies -and 
equipment. The Continent of Europe 
for all practical purposes is closed to 
American commerce. The full effect of 
this change is only beginning to be felt. 

Without the European market for the 
raw material exports of Latin America, 
prices of that region’s principal prod- 
ucts are declining, and its ability to 
continue to absorb the large quantities 
of United States goods it has been tak- 
ing in recent months is thereby im- 
paired, unless this country provides the 
necessary purchasing power. 

Exports of aircraft, steel, machine 
tools, ammunition, and implements of 
war, which have been stimulated so 
markedly, may be affected by the in- 
troduction of a system of priorities as 
this country’s national defense program 
proceeds. 

In view of all these facts, there is 
reason to believe that export gains in 
the coming months will be substantially 
less than those recently experienced, if 


indeed ordinary foreign commerce does: 


not actually fall below the levels of 
the pre-war period. 
One of the primary questions - con- 
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fronting this country is how long its 
citizens, acting as individuals, will be 
able to compete with the foreign trade 
monopolies of other governments. When 
all foreign trade is in the hands of a 
single agency financed by the national 
treasury, its operations, singly or col- 
lectively, are not required to be profit- 
able. If it is desired to secure a domi- 
nant position in any market, goods can 
be sold there at a loss for an indefinite 
period. Private individuals and cor- 
porations obviously cannot compete on 
such terms. Clearing agreements and 
wholesale barter arrangements also 
place individual exporters and import- 
ers at a tremendous disadvantage. 

In reconsidering its foreign trade posi- 
tion, the United States must also re- 
member that its change from a debtor 
to a creditor nation has never found 
reflection in its export-import trade. 
During the 20’s, enormous foreign loans 
and even tourist expenditures abroad 
enabled this country to export more 
than it imported year after year. Inso- 
far as these loans were not repaid, they 
served to subsidize the exportation of 
both farm products and manufactured 
goods. 

Much the same effect has resulted 
from the gold policy inaugurated in 
1934, which has led the United States 
Treasury to stand ready to buy all gold 
offered to it at $35 per ounce. This 
price stimulated gold mining, since costs 
did not rise in proportion, and provided 
dollar exchange on unusually favorable 
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terms for foreign nations to use in buy- 
ing United States exports. 

The conclusion cannot be avoided, 
therefore, that if the United States does 
not wish to continue to give other coun- 
tries large quantities of its exports in 
return for gold imports, or to extend 
substantial foreign credits, it must either 
be prepared to accept imports of goods 
and services in much greater volume or 
see its export trade curtailed. 

In view of what has happened to the 
normal, peace-time trade of the United 
States with Europe, the importance of 
this country’s economic relations with 
Canada and Latin America is now 
greater than ever before, which indi- 
cates that an effective means of aiding 
the latter region might be to encourage 
the production of raw materials there 
which must now be imported from out- 
side the hemisphere. 

Tin and rubber, two of this country’s 
imports, hold out substantial possibili- 
ties. Supplies of these commodities 
now come principally from Malaya and 
the Netherlands Indies. 

Yet very considerable deposits of tin 
are found in Bolivia and a substantially 


larger part of the United States’ require- 


ments could be directly met from this 
source if adequate smelting capacity 
were available. 

In the case of rubber, it should not 
be overlooked that until 1913 over half 
of the world’s supply came from Brazil. 
While British and Dutch plantations in 
the East are today the most important 
sources of supply, there is reason to 
believe that under proper conditions 
Brazil could again become an important 
factor in the production of crude rub- 
ber. Such a development would not 
only aid Brazil’s economic position, but 
give the United States a much nearer 
source of supply. 

Other raw materials now obtained by 
the United States outside the hemisphere 
for the most part but already available 
in limited quantities in America, in- 
clude mica in Argentina, tungsten in 
Bolivia, manganese in Brazil, mercury 
in Mexico, and manila hemp in the 
Central American countries. 

Long-term financial credits extended 
by the Export-Import Bank or some 
other governmental agency to stimulate 
the production of these various raw ma- 
terials would serve the mutual interests 
of the United States and Latin America. 


EXECUTIVES’ PROGRAM FOR INDUSTRIAL MOBILIZATION 


Fortune Magazine 


(A program for industrial mobilization 
for war is presented in the September issue 
of Fortune magazine by the first Fortune 
Forum of Executive Opinion, a new service 
through which the editors have undertaken 
to give the leaders of business an opportu- 
nity to speak out coherently once each month 
on the national problems most closely con- 
cerned with business. Following is a con- 
densation of a portion of the program 
recommended by a majority of the nearly 
15,000 top-flight executives participating in 
the Forum): 


USINESS well knows the deepness 
of the danger that this country 
faces. And, unlike some of Amer- 
ica, business seems able to unite on a 
program of its own for some practical 
ways and means by which business 


could most efficiently collaborate in de- 
fense against that danger. 

This program is set forth in the re- 
plies of executives to a series of ques- 
tions submitted by the Forum, revealing 
that: 

75.5 per cent think the Government 
should waive competitive bidding on 
war orders and allocate them to the 
plants best equipped to supply them 
fastest. 

69.6 per cent believe that voluntary 
codperation between Government and 
industry is a better method of securing 
priorities than Federal order. 

68.1 per cent favor some sort of 
limitation on profits from Government 
contracts. 
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59.9 per cent think that Government 
orders should be placed on a cost-plus 
basis to expedite rearmament. 

59.9 per cent also believe that labor’s 
wages should be adjusted to reflect any 
marked rise in the cost of living. 

56.6 per cent think that for the dura- 
tion of the emergency labor’s right to 
strike should be abrogated. 

52.5 per cent believe that if a labor 
shortage develops and restrictions on 
hours are lifted, the work week cannot 
be stretched beyond 48 hours without 


a net loss in production. (Another 19 
per cent set the limit at 56 hours.) 

As a compromise on the amortization 
problem which has been vexing Con- 
gress, the Forum suggested by an 88 
per cent majority that the cost of plants 
devoted to war orders should be amor- 
tized within the period of the emer- 
gency, but that the amortization should 
be paid into a suspended account, sub- 
ject to taxation only in so far as the 
plant proves useful after the emergency 


has passed. 


LATIN AMERICAN TRADE APPROACHES 
Monthly Report, The National City Bank of New York, New York City 


WO fundamental facts underlie 

trade relations between the United 

States and Latin America. One is 
the general truth that all trade must be 
two-way in character. The other is the 
fact that many products, particularly of 
South America, are competitive with 
rather than complementary to United 
States products, and that the major 
trade of their producers therefore is 
with Europe. Efforts to increase Pan- 
American economic solidarity must be 
in harmony with these facts. 

Three lines of approach may be sug- 
gested. One is that increased standards 
of living everywhere in the hemisphere 
would absorb more of the raw mate- 
rials in which the surpluses exist. 
Greater industrialization would raise 
living standards in South America, and 
improved roads and other communica- 
tions would enlarge the internal trade. 
The United States, which has manage- 
ment, technical ability and _ capital 
goods to export, can aid productive 
economic development, and in the pres- 
ent situation opportunities for sound 
capital investments and _ intermediate 
term loans, by the Export-Import Bank 
or private interests, are less likely to be 
overlooked than ever before. 

The second approach is the develop- 


ment in Latin America of new products 
not competitive with United States prod- 
ucts, and expanded output of articles 
which we now draw from more remote 
sources. The number of commodities 
with possibilities for development is 
long, but the possible volume with some 
exceptions is small, and progress is 
necessarily slow. 


The third approach is to determine 
whether more Latin American products, 
although competitive with American 
agriculture or industry, could be ad- 
mitted into this country without disrupt- 
ing domestic production to an extent 
that would offset the general benefits. 
It cannot be said too often that closer 
economic relations must begin with 
larger imports from Latin America. The 
larger exports would follow. 

There is no over-all or quick and 
easy solution to the problem. Natural 
and well-developed trade relations can 
shift only gradually and in response 
to patient, careful and mutually sympa- 
thetic effort. But if the American na- 
tions approach the problem in_ that 
manner they unquestionably will find 
that they are dealing not merely with 
a possibly critical situation, but with 
a great opportunity. 
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Recent Speeches Given Before National, 


Regional or State Groups — Digested 


or Excerpted for Your Convenience... 


AGRICULTURAL CHATTEL LOANS 


By C. C. JAcoBsEN 


Director, Regional Agricultural Credit Division, Farm Credit 
Administration, Washington, D. C. 


N the making and administration of 

agricultural chattel loans, the lender 

definitely accepts responsibilities to 
three distinct classes or groups of indi- 
viduals—first to his own institution, 
second to the borrower, third to the com- 
munity in which he operates. 

The lender’s responsibilities to his 
own institution impose upon him the 
duty that the borrower be a good moral 
risk; that the funds requested appear 
to be useful and profitable to the appli- 
cant; that the loan be collectible and 
reasonably liquid; that the rate of in- 
terest be fair, and the terms of the loan 
be thoroughly understood and give 
promise of fulfillment. 

His responsibilities to the borrower 
require that a plan or program of 
orderly liquidation be worked out under 
which the loan can be eventually retired 
from proceeds of sales of surplus prop- 
erty or from normal earnings. During 
the term of the loan and under its terms 
the borrower should be enabled to main- 
tain his family on a reasonably com- 
fortable scale, his ordinary operating 
expenses should be met promptly, and 
at the time the obligation has been 
retired the borrower should be in a 
position to continue his farming opera- 
tions. This does not necessarily mean 
that so-called “barnyard loans” should 
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be repaid within a period of one year. 
On the contrary, renewals may be ad- 
visable and desirable. In the event it 
is determined that a renewal may be in 
order, a reconcilement of the security 
should then be made. It can thus be 
determined whether a proper account 
of proceeds of sale of security has been 
rendered by the borrower, whether un- 
wise expenditures have been made, and 
whether the most improved methods of 
farming have been employed. An active 
interest in the borrower’s problems ‘can 
be evidenced, and in this manner en- 
couragement can be given. 

Last but not least, the lender has a 
responsibility to his community in that 
he should help make his borrower a 
good citizen and a credit to the com- 
munity. He should encourage the bor- 
rower to conduct his affairs in an 
orderly and successful manner in order 
that he may be content to remain in the 
community, educate his children, and 
patronize local business. 

The borrower should be assisted to 
get out of debt and to look upon that 
community as his permanent place of 
abode. In such a position the borrower 
will automatically become interested in 
the support of his church, schools, 
roads, soil-building and other programs 
and movements for the improvement of 
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the farm upon which he lives and the 
community in which it is located. 

The loan application of a nomadic 
operator—you know the type—that 
moves from farm to farm or from com- 
munity to community, should be care- 
fully scrutinized, since he adds very 
little to the civic welfare, and his busi- 
ness relations with the other interests 
of the community are usually of a very 
temporary character. 

Hopeless cases should be recognized 
and treated as such, firmly, intelli- 
gently, and with understanding, without 
the admixture of any maudlin senti- 


ment. From a strictly business view- 
point, bad faith operators are not en- 
titled to any consideration. However, 
it must be remembered that from this 
class, once credit is removed, come the 
community dependents and those.,.who 
prey upon honest men, their propeftty 
and property rights. They either ‘join 
the criminal classification with a vicious 
impact upon community life, or the 
shiftless, likely parasites who live upon 
the efforts and work of other men. It 
is seldom that they can be rehabilitated. 
—From an address at the recent lowa 
Bankers Association Convention. 


LATIN AMERICAN “TOURIST DOLLARS” 


By R. S. Hecut 
Chairman of the Board, The Hibernia National Bank, New Orleans, La. 


UCH time and thought ought to be 
devoted to the problem of how 
we can best encourage the travel 

of more of our people in Latin Ameri- 
can countries, and how we in turn can 
induce more of them to come up here. 
If even 25 per cent of the amount which 
our nationals have been spending an- 
nually in Europe in recent years were 
spent in future in Latin America, it 
would not only help to give our people 
a better understanding, but would un- 
questionably help to solve some of the 
exchange problems. 

However, the problem of inducing 
more of these southern neighbors to 
come north presents some rather serious 
difficulties. Travel in the United States 
is a rather expensive pleasure, even for 
those of us who earn and spend Ameri- 
can dollars. But for those of our south- 
ern neighbors whose income is, let us 
say, in the depreciated Brazilian 
milreis or Argentine peso, the cost of a 
visit to the United States becomes well- 
nigh prohibitive, with the result that 
they naturally preferred to go to 
Europe where their money would go 
much further, and where, in Germany 
and Italy particularly, they were offered 
special inducements by being permitted 
to buy tourist marks or lira at unusually 
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low rates. I talked with many South 
Americans who visited Europe several 
times but have never been in the United 
States, and when I jokingly remarked 
that their education would not be com- 
plete until they came to see our country, 
they said rather plaintively “but we 
just cannot afford such a trip because 
at current rates of exchange it would 
take a large part of our income to pay 
for it.” 

I am so thoroughly convinced of the 
great amount of good which would 
come to us from increased travel by 
Latin Americans in our country that I 
think we would be making a very sound 
and constructive move if we arranged 
to create a “Latin American Tourist 
Dollar” which would be available to 
any of our “Good Neighbors” who, for 
pleasure, cultural, or business purposes, 
wanted to come to the United States. 
This would hardly be an appropriate 
place to discuss in detail just how such 
a plan could be worked out, but it 
would be perfectly feasible to arrange 
through the United States Treasury di- 
rect, or through the Export and Import 
Bank, a form of credit which such trav- 
elers could get at a discount of 25 to 
33 per cent below the existing rates of 
exchange, and which could be used ex- 
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clusively for steamer transportation on 
American liners, for railroad or air- 
plane tickets in the United States, and 
to the extent of a maximum of, say, $15 
or $20 a day for hotel bills and inci- 
dental living expenses. 

If such a plan were taken advantage 
of by, say, 10,000 tourists in a year, the 
loss of exchange would probably be in 
the neighborhood of $5,000,000, but 
since all the money of these tourists 
would be spent right here in the United 
States, and since many real advantages, 
both in the way of good will and new 
business would undoubtedly result, the 
cost of such a plan would be fully jus- 
tified, and it would seem entirely proper 
to have the Treasury Department absorb 
the resulting loss in its “exchange stab- 
ilization” fund. At some appropriate 
time, I am planning to submit a com- 
plete plan of this sort for the consid- 
eration of proper officials in Washing- 
ton, but I wish at this point to empha- 
size once more that my recent studies 


and conversations in South America 
convince me that no more helpful and 
relatively inexpensive gesture could be 
made at this time toward our good 
neighbors than to thus prove to them in 
a practical manner that we really want 
them to visit and know and understand 
us better. I am equally convinced that 
there is no surer way to overcome much 
of the prejudice and suspicion which 
still exists among some of the Latin 
Americans than to have them come up 
and become acquainted with our Ameri- 
can way of life, and become convinced 
of our genuine desire to cultivate their 
friendship and good will. 

Nor can I think of any surer way of 
extending our commercial relations in 
these southern markets than to have the 
rank and file of the Latin Americans 
know more about us and our various 
kinds of goods. And one thing is cer- 
tain—that if we don’t cultivate this 
closer relationship our competitors are 
sure to do so in future as they have in 
the past. 


TRUST OFFICERS’ OPPORTUNITIES AND DUTIES 


By A. Caper Mackay 
Member of Law Firm of Mackay, McGregor & Reynolds, Los Angeles, California 


HILE the problems of you guard- 

ians of wealth are complicated 

and difficult, requiring a famil- 
iarity with the statutes of the United 
States and of the individual states, and 
the ever-increasing grist of court de- 
cisions, these very complications offer 
you a splendid opportunity for real 
service, and incidentally for increased 
business. 

High taxes are here to stay, and each 
year will present new and even more 
complicated problems. Men who have 
saved for their posterity will look to you 
and the legal profession for guidance 
not to evade taxes but to save taxes. 
The proper planning of estates has none 
of the elements of tax evasion. A tax 
that is-not due cannot be evaded. The 
problem is to avoid the circumstances 
that compel the incidence of taxation. 
There is neither legal nor moral com- 
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pulsion for a taxpayer to drift into a 
situation that produces the maximum 
tax. A taxpayer has as much a legal 
and moral right so to arrange his affairs 
as to incur the minimum tax burden as 
he has to refuse to make a sale because 
of the resulting tax. 

Your duties to the public are not com- 
plete merely by attempting to plan es- 
tates under existing statutory and judi- 
cial structure. Those duties should ex- 
tend to improvements in the basic laws. 
Who are better equipped or situated 
than you to point out defects in the 
statutes and the hardships resulting 
therefrom? Your active interest in leg- 
islation can result in much improve- 
ment. 

It is not enough for the citizens of 
this great country to decry the burdens 
of taxation. As long as we permit the 
governments, state and Federal, to 
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accept the responsibility of complete 
control over our economy the heavy tax 
burdens will be with us. An alert and 
intelligent citizenry, led by men of your 
caliber, can do much to. assist in pre- 


serving the opportunity of passing on 
to our loved ones the fruit of our labors. 
—From an address before the recent 
Salt Lake City ABA Regional Trust 


Conference. 


SACRIFICE ESSENTIAL FOR SOUND DEFENSE PROGRAM 


By Henry H. Hermann 
Executive Manager, National Association of Credit Men, New York City 


HOSE of us who were not impressed 

with the glowing accounts of Euro- 

pean recovery a number of years 
ago pointed out then that the recovery 
was false since it was based upon mili- 
tary preparation, which in the long run, 
essential as it is, calls for great sacrifice 
through work and taxation, and results 
in a lower standard of living. 

Let us assume that we attempt to ex- 
pend the stupendous sum of $10,000,- 
000,000 in the next fiscal year for pre- 
paredness. If our national income were 
to approach $80,000,000,000, it would 
mean that one-eighth of our efforts were 
being directed toward defense measures. 

By comparison this is much smaller 
than the percentage of national effort 
directed towards armaments in Euro- 
pean countries now at war. But like- 
wise by comparison there is a tre- 
mendous difference between our stan- 
dard of living and that enjoyed by the 
people now in the conflict. 

A diversion of ten billions of dollars 
for the production of armaments, neces- 
sary as it may be, simply means that 
less of the goods that contribute to the 
maintenance or increase of our standard 
of living will be produced. This is in- 
evitable unless through ingenuity and 
use of machinery or longer hours we 
can step up our production of peace- 
time goods sufficiently to balance the 
productive capacity and effort diverted 
to our preparedness program. 

It would take an optimist to say this 
will be done. There are strong reasons, 
however, for a belief that we are in a 
cycle which makes it relatively impos- 
sible to effectively fight the legislative 
(rather than economic) trend of shorter 
working hours, irrespective of the emer- 
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gency. Time may change this, but the 
situation today appears against any 
reversal of the main trend irrespective 
of how essential it may be. At most 
the trend may be checked for emergency 
purposes. 

Besides, this trend to shortened hours 
is accompanied by a philosophy that 
looks askance upon the additional pro- 
duction of machinery to increase pro- 
duction. We are working under laws 
and regulations not conducive to the 
investment of new capital in business 
and the resulting increase in employ- 
ment caused by the development of new 
ventures into large-scale enterprises. 

None of these facts argues against a 
sound defense program. But they are 
facts that we should recognize. We 
should be realistic enough to see that 
preparation in defense of our country 
will mean some sacrifice unless we 
intend to further encroach upon the 
reserves stored up for us. 

It was wise business leadership, in- 
dustrious labor, and careful agricultural 
husbandry by the generations that have 
gone before that built these reserves. If 
we draw on ihem too heavily, it may 
mean we will have fully prepared our- 
selves to defend a weakened national 
structure. 

Incentive to work, the spirit of sacri- 
fice, the desire to observe the virtues so 
necessary to the maintenance of liberty, 
life and the pursuit of happiness, will 
have been rather thoroughly liquidated. 

It is inconsistent to preach the need 
of sacrifices and at the same time de- 
mand the maintenance of so-called 
“social gains.” There can be a safe 
compromise—and there must be—From 


the NACM Mouthly Review of Business. 
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Advertising and 
Publie Relations 


Digests of Recent Ideas, Campaigns, 
Advertisements, etc. 


Trust Service and Defense 


In the September issue of their Jour- 
nal, a monthly house organ, The Union 
and New Haven Trust Company, New 
Haven, Conn., ties in trust service with 
our national defense program. In part, 
the Journal points out the need for trust 
service arrangements to be made by men 
who may soon be called upon to take 
an active part in national defense op- 
erations. It also suggests: “Whether a 
nation is at peace or at war, the indi- 
vidual of means can never know finan- 
cial ‘peace.’ From one year to another 
he is engaged in one long ‘war’ in an 
effort to protect his assets of all kinds 
from shrinkage. Every time he buys 
a security he takes a risk which will 
require constant watching. Every time 
the tax laws are changed he may incur 
a new tax liability. Every new scien- 
tific discovery, every improvement in 
productive means which may add to the 
prosperity of one company may exert 
a detrimental effect on another com- 
pany. War is only an added factor of 
uncertainty. Financial preparedness 
therefore seems to us to be in order not 
merely ‘for the duration’ but all the 
time.” 


Christmas Token Accounts 


In preparation for the Christmas sea- 
son, the Bank of Montreal, Montreal, 
Canada, has issued an attractive three- 
color poster regarding its “Christmas 
Token Accounts.” Eighteen by twenty- 
four inches in size, with cheery red, 
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green and black lettering on white back- 
ground, the poster suggests “A Christ- 
mas Token of Lasting Value .. .” 
Copy reads: In your Christmas gift list 
for this year, why not include for the 
grown-ups and children several of our 
pass books showing suitable initial de- 
posits? By so doing you would not 
only be giving an acceptable and sen- 
sible present, but you might also be re- 
sponsible for starting a habit which 
would bring comfort and security to the 
recipient throughout the years to come. 

“We provide a pass book with attrac- 
tive Christmas cover and gift card. 

“Like regular savings accounts, a 
Christmas Token account may be opened 
with deposits as small as $1.” 


Save Auto License Fee 


Illustrated with a state auto license 
tag, a recent newspaper advertisement 
of the State-Planters Bank and Trust 
Company, Richmond, Virginia, calls at- 
tention to the savings possible by 
financing purchase of an auto through 
the bank’s loan plan. The caption, just 
under the license tags, reads: “The Dif- 
ference Pays for These,” and copy ex- 
plains: 

“People who finance their new auto- 
mobiles through State-Planters  fre- 
quently save enough to pay for their 
state license tags.” An explanation of 
the bank’s auto financing terms is then 
given, followed by the suggestion: 
“When you buy your new automobile 
this year, insist on financing it through 
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“EYE-CATCHERS” 


These bank ads caught our eye 
and made us read the ad. How 
about you? 


Around Your Elbow to 
Get to Your Thumb 
—State-Planters Bank and Trust 
Company, Richmond, Va. 


Verbum Sap 


—The Fidelity Title and Trust 
Company, Stamford, Conn. 


The Diamond Studded Belt 
That Came from Buffalo 


—Marine Trust: Company, Buf- 
falo, N. Y. 


Look What’s About to Happen 
to My Old Kitchen 
—The Morris Plan Bank of 


Georgia, Atlanta, Ga. 


Will Your Family Ever 
Be ‘‘Insurance-Poor’’? 


—Industrial Trust Company, 
Providence, R. I. 


State-Planters and apply the difference 
to your state license.” 


Mistakes About Banks 
Headed “Are You Making These 8 


Mistakes About Banks?” a recent news- 
paper advertisement for The Morris 
Plan Bank of Virginia, Richmond, Va., 
asks and answers the following ques- 
tions: Do you have some doubt about 
being welcome at a bank? Do you think 
you have to be a customer to get a loan? 
Do you think the amount of money you 
might want is too small—or too large? 
Have you always heard that you must 
either put up stocks or bonds or get 
endorsers for security? Are you under 
the impression that you have to repay 
the loan in 90 days to 12 months? Do 
you wonder whether the bank would un- 


derstand YOUR problem? Have you 
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been told that banks are too slow? Do 
you hesitate to apply for a bank loan 
for fear you will be. turned down? 

A typical answer’ is that given to the 
question: Do you\i have some doubt 
about being welcome at a bank? The 
ad states: “Here at this bank you as an 
individual come first. Naturally, there- 
fore, you find not only a cordial wel- 
come but a sincere, friendly concern 
for your financial problems and plans 
as well.” Answers to other questions 


bring forth the information that the 
bank is able to make 90 loans out of 
every 100 applications received; that 
the average time necessary to arrange 
a loan and get the money is less than 
24 hours. etc. 


Banks’ Part In Defense 


In a folder titled “It Can Happen 
Here,” The Irvington National Bank, 
Irvington, New Jersey, points out banks’ 
willingness and ability to aid in the 
nation’s defense program. In part, the 
folder states: 

“What has happened in Austria, 
Czechoslovakia, Finland, Norway, Den- 
mark, Holland, Belgium, Luxemburg, 
China, Poland . . . can happen here. 

“This bank believes in preparedness 
and stands squarely behind the nation’s 
defense program. We believe that the 
most vital element necessary to swift 
production of essential materials is 
teamwork—among the government busi- 
ness, labor and banks. 

“We are ready to do our share by 
financing the defense program... . 
Sound financing of defense calls for 
speed in furnishing needed money, un- 
derstanding of local conditions, close 
contact with borrowers. Obviously, 
local banks are well situated to meet 
local credit needs. 

“We believe that the financing of de- 
fense can be carried out by banks in 
a manner that will provide an adequate 
volume of loans and at the same time 
safeguard the funds of depositors. 

“The readiness of our bank, and of 
other banks, to lend for defense pur- 
poses is in furtherance of banking’s 
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regular policy of making sound loans 
whenever possible. | Comprehensive 
studies just completed by the American 
Bankers Association show that 6,333 
(44 per cent) of the country’s banks 
made 24,998,000 credit extensions in 
1939 totaling $39,810,810,000. 

“This is positive proof of the ability 
of banks to finance national defense.” 

The folder ends with the message: 
“Not until America can blast any ag- 
gressor, or any combination of aggres- 
sors, from land, sea and sky, and not 
until we have driven from within our 
borders those who seek to stab Democ- 
racy in the back, can we again say, ‘It 
can’t happen here.’ ” 


Socrates Award 


The Cleveland Trust Company, Cleve- 
land, Ohio, has been awarded honorable 
mention in the 1940 Socrates Bank Ad- 
vertising Competition, a contest which 
is conducted annually by the publica- 
tion Bank Ad-Views. 

Winner of the Socrates High Award 
in 1939, this marks the second time the 
Cleveland Trust’s advertising efforts 
have been singled out for their original- 
ity and effectiveness. 

In the competition, the advertisements 
and ideas of the nation’s leading banks 
were passed upon by a board of twelve 
leading advertising executives. A full 
year of advertising activity was reviewed 
in this way, with points being awarded 
on three elemental considerations: (a) 
idea to sell bank services; (b) layout 
and illustrative technique, and (c) 
general effect on the bank’s relations 
with the public. 

I. I. Sperling is assistant vice-presi- 
dent in charge of Cleveland Trust ad- 
vertising, and Meldrum and Fewsmith, 
Inc., of Cleveland, serve as the bank’s 
advertising agency, Clifford Kroening, 
of the agency staff, being the account 
executive. 


‘*Pay-Your-Doctor-Week’’ 


“Pay-Your-Doctor-Week,” inaugu- 
rated two years ago by California Bank 
in Los Angeles on a purely local basis, 
will be observed this year from October 


27 to November 2 in scores of cities 
throughout the country, with banks in 
the various communities sponsoring the 
movement. 

Recognizing the fairly widespread 
tendency to regard doctor bills as obli- 
gations that can wait indefinitely or at 
least until all other bills have been paid, 
“Pay-Your-Doctor-Week” is proclaimed 
in order to call attention to the plight 
of many doctors who have been victims 
of this form of neglect. Because the 
movement was originated by a bank, 
without the assistance of the medical 
profession, no question of ethics is in- 
volved, and it has been hailed with 
favor by members of the medical fra- 
ternity. 

Banks sponsoring “Pay-Your-Doctor- 
Week” can publicize the idea widely, 
utilizing newspaper advertising, bill 
boards, car cards, and the like to call 
attention to the occasion and to the 
fact that banks have on hand funds to 
lend for this excellent purpese of pay- 
ing doctor bills. 


VERBUM SAP'° 


I've been a sap “O. U. Landlord.” 

* * * * * * 

Paying rent all these years The Fidelity 

* * * * * 

Title & Trust Co. 
* * * 


Offers several good plans 
ee  S.. & 


With nothing permanent 


* 
To show for it. 
— -— * 
I've just got wise For a fellow like me 
* * * * * * 
To myself Whereby I can 
* * * * * * 
On this home-owning Borrow what | need 
* * 
Proposition. i At a low rate, and 
* * * * 
Hereafter Amortize the mortgage 
* * * * * 
I'm going to make By easy monthly payments 
* * * * * 
My monthly payments which surely and steadily 
* oe < 


* * 
For the benefit of Bring nearer the happy day 
* 


* 


* * * 
Home-ownership. 
i - 


Instead of to the account 
of 


* * * * 
“John B. A. Home-owner™ | Of debt-free 
* * * 


* * * 


*Verbum sapienti sat — A word to the wise is sufficient. | 
—_—_— 


AFIDELITY 
TITLE & TRUST 


ATLANTIC 
STAMFORD, CONN. 


STREET 
Member of the Federal Deposit Insurance Corporation 





Unusual in format and copy treat- 

ment is this effective newspaper 

advertisement of The Fidelity Title 
& Trust Co., Stamford, Conn. 
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FAA Convention 


Public relations for financial institu- 
tions will be dissected, x-rayed, and vivi- 
sected at the 25th annual convention of 
the Financial Advertisers Association in 
Hot Springs, Virginia, October 28 to 30, 
1940. The program of addresses is prac- 
tically completed, according to Lewis F. 
Gordon, assistant vice-president of The 
Citizens and Southern National Bank, 
Atlanta, Georgia, who is general pro- 
gram chairman. 

Talking from the executive’s point of 
view, one of the featured speakers on 
the program will be Robert M. Hanes, 
president, Wachovia Bank & Trust Com- 
pany, Winston-Salem, North Carolina, 
and former president of the American 
Bankers Association. His subject is 
the “Executive’s Point of View in Public 
Relations.” 

A parallel address, with the title 
“How Broad Is the Financial Advertis- 
ing Man’s Point of View,” will be made 
by J. Lewell Lafferty, vice-president, 


J. LEWELL LAFFERTY 


Vice-President, Fort Worth National 

Bank, Fort Worth, Texas, who will 

speak on “How Broad is the Finan- 

cial Advertising Man’s Point of 

View” at the FAA Convention, 
October 28-30 


Fort Worth National Bank, Fort Worth, 
Texas. 

Benjamin E. Young, vice-president, 
National Bank of Detroit, will discuss 
“Business Begins at Home,” in which 
address he will show how new business 
may be developed by the use of statis- 
tical control of facts concerning cus- 
tomer use of services. 

School sessions, which have become 
famous at Financial Advertisers Asso- 
ciation conventions, this year will be 
handled by Harford Powel of the Insti- 
tute of Public Relations, Inc., New York 
City. He will give a three-session, in- 
tensive lecture course, the first hour of 
each convention day, on the subject of 
public relations. 

Speakers drawn from the fields of 
business, advertising and public rela- 
tions who will address the convention 
include Donald Davis, president, Gen- 
eral Mills, Minneapolis, Minn.; Law- 
rence H. Selz, publicity counsel, presi- 
dent Lawrence H. Selz Organization, 
Chicago; C. C. Parlin, formerly director 
of research, Curtis Publishing Company, 
Philadelphia; Price Gilbert, advertising 
manager of the Coca Cola Company, 
Atlanta; E. J. Alexander, vice-president, 
Fuller & Smith & Ross, Cleveland; and 
Robert E. Grove, vice-president, Ket- 
chum MacLeod & Grove, Pittsburgh. 


Regional Clearinghouse Manual 


Extensive development of regional 
clearinghouse associations for country 
banks as a means of promoting bank co- 
operation and solving local banking 
problems is urged in a manual of clear- 
inghouse organization published by the 
Bank Management Commission of the 
American Bankers Association. 

The manual describes the origin and 
growth of regional clearinghouse asso- 
ciations, presents in detail the manner 
in which they are organized, and out- 
lines twenty-one banking problems 
which can be solved through local co- 
operation among banks. These prob- 
lems range from methods of analyzing 
banking costs and auditing procedure 
to questions concerning taxation and 
advertising methods. 
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BRIEFS 


Items of Interest from Many Sources— 
Condensed for Quick Reading 


N. Y. Retirement System 


As a result of amendments to the 
rules and regulations of the New York 
State Bankers Retirement System which 
became effective recently, employes of 
banks in states other than New York 
are now eligible for membership in the 
system, it is announced by D. C. War- 
ner, chairman of the board of trustees 
of the system. Mr. Warner is president 
of the Endicott Trust Company of En- 
dicott, N. Y. 

The system, which is a mutual fund 
administered by a board of trustees and 
chartered by the New York State In- 
surance Department, was organized 
January 1, 1939, to provide pensions 
and death and disability benefits for 
officers and employes of banks which 
are members of the New York State 
Bankers Association, and the effect of 
the amendments is to make members of 
the other forty-seven state bankers asso- 
ciations eligible for participation. 

Mr. Warner stated that the amend- 
ments were adopted by the board of 
trustees in response to inquiries received 
from the officers of other state bankers 
associations and from individual bank- 
ers throughout the country. 

While seven other state associations 
have organized pension plans, the New 
York system and that organized by the 
Kansas Bankers Association are the 
only ones operated as mutual funds 
which provide benefits of lower cost to 
the employe and the employing bank 
than those offered by the large insur- 
ance companies which write this type of 
business. 
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The system has sixty-five member 
banks employing 700 officers and em- 
ployes and in less than two years has 
paid four death claims to the bene- 
ficiaries of bank employes who died in 
active service, and one employe is now 
receiving a pension. The system is simi- 
lar to those which have been adopted 
by many of the large banks and promi- 
nent industrial corporations. 

The pension plans organized in other 
states do not accept member banks out- 
side of those states, and the New York 
system is the only one now generally 
available to the thousands of small 
banks throughout the nation, since the 
large insurance companies do not un- 
derwrite group pension plans for insti- 
tutions employing less than fifty: 
persons. 

The New York system now has total 
assets of $252,000 and they are increas- 
ing at the rate of about $120,000 per 
year. Its investments are restricted to 
those legal for New York life insurance 
companies and the Bank of New York 
serves as custodian of its funds and 
securities. 


Preparedness Lag 


Acceleration in our efforts towards 
rearmament in 1940 have been de- 
cidedly leisurely as compared with those 
of 1917, according to a pamphlet on 
“The Progress of Preparedness” issued 
by the Cleveland Trust Company under 
the authorship of Col. Leonard P. 
Ayres, vice-president. The pamphlet 
points out that records of our actual 
military expenditures are much better 
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guides for comparing the relative 
progress of our preparedness efforts in 
1917 and in 1940 than are the reports 
of appropriations made or of contracts 
placed. 

“If we consider the average monthly 
expenditures of the army during the 
first quarter of 1917,” Col. Ayres writes, 
“and in the first quarter of 1940, as be- 
ing in each case equal to 100, we can 
make a tabular comparison showing how 
the two efforts gathered increasing mo- 
mentum in the two periods. The com- 
parison is as follows: 


1940 
100 


“These figures mean that in the first 
five months of our preparedness effort 
in 1917 the acceleration in army ex- 
penditures was 28 times as fast as it 
has been in the corresponding months 
of 1940. The average monthly ex- 
penditure in the first quarter of this 


year is taken as being equal to 100, 
and by August it had advanced to 153, 


which is an increase, or acceleration, of 


53 per cent. In 1917 the average 
monthly expenditure in the first quarter 
of the year is also taken as being equal 
to 100, and by August it had advanced 
to 1,559 which was an increase of 1,459 
per cent, or 28 times as rapid an ac- 
celeration as that of 1940.” 

The pamphlet reaches the conclusion 
that the far greater speed of our mili- 
tary efforts in the first World War was 
largely due to the general codperation 
of our whole people in the great com- 
mon enterprise, as contrasted with our 
present attitude that preparedness is 
something for the Government alone to 
plan, undertake, and carry through. The 
publication points out that it is a truism 
that modern wars are fought, not merely 
by armies and navies, but by nations. 
It is equally true, but much less gen- 
erally -realized, that large-scale pro- 
grams for national defense cannot be 
greatly accelerated by governments 
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alone, but depend for success on the 
participation of whole peoples. Presi- 
dent Wilson was fundamentally and es- 
sentially right when he stated that, 
“The highest and best form of national 
efficiency is the spontaneous codperation 
of a free people.” 

The questions which still lurk in the 
background, the booklet concludes, are 
those which ask how long it will take 
us to reach a condition of military pre- 
paredness at the rate which we are now 
moving, and whether it is probable that 
we shall be allowed that much time. 


New Business Course 


“Building Business for Your Bank,” 
a new course of training for bank staff 
members designed to teach ways and 
means by which new banking business 
can be obtained, has been developed 
by the Public Relations Council of the 
American Bankers Association. 

The course of study was prepared to 
satisfy banking’s need for a definite 
plan by which both new customers and 
more business from old customers can 
be obtained to offset rising business 
costs and lowered profits. The success- 
ful ideas of more than 200 bankers who 
have developed new methods of getting 
business are woven together into one 
plan by which staff members can be 
trained to play a vital part in discover- 
ing and developing new business op- 
portunities. 

In preparing the course, methods that 
have proved most valuable in actual 
banking practice were organized into a 
book composed of ten booklet units. 
Each unit consists of four chapters. 
Conferences and discussion groups are 
to be organized by staff members of 
banks utilizing the course. A manual for 
leaders of the study and discussion 
groups has been prepared, enabling any 
reasonably well informed staff member, 
without teaching experience, to direct 
the classes. 


Home Financing Up 


Home financing activity, which 
slowed down in June, recovered in July 
to a point more than 22 per cent above 
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July, 1939, with savings and loan asso- 
ciations still more strongly entrenched 
as the leaders in the housing field, econ- 
omists of the Federal Home Loan Bank 
report. 


Home mortgage recordings of $20,- 
000 or less amounted to $367,054,000 in 
July, as contrasted to $355,463,000 for 
June and $300,680,000 for July a year 
ago. They still were below the figure 
of $372,471,000 for May, 1940. 

Figures on the amount of mortgage 
lending for July, 1940, by type of in- 
stitution, follow: 


Savings and loan ass’ns....$118,914,000 
Insurance companies 30,602,000 
Banks and trust companies 92,658,000 
Mutual savings banks 16,067,000 
Individuals 55,191,000 
Others 53,622,000 


Rovensky on New Job 


Joseph C. Rovensky, vice-president of 
the foreign department of The Chase 
National Bank, New York City, has 
been granted a leave of absence to ac- 
cept the post of Administrative Assist- 
ant on Economic and Financial Matters 
with the organization of Nelson A. 
Rockefeller, Coérdinator of Commercial 
and Cultural Relations between the 
American Republics of the Council of 
National Defense. Mr. Rovensky, who 
is also president of the Bankers Associa- 
tion for Foreign Trade, will serve as a 
“dollar-a-year-man.” 


Roosevelt Gain 


In seeking the opinion of the nation’s 
voters first on President Roosevelt and 
then on Mr. Willkie, the latest Fortune 
Survey of Public Opinion finds that 
53.2 per cent favor Roosevelt while 
35.6 per cent are for Willkie, Fortune 
magazine reveals in the October issue 
of that publication. 

Here is how public opinion on Mr. 
Roosevelt divided in reply to the ques- 
tion: “Which one of the following state- 
ments comes closest to expressing your 
own opinion of Mr. Roosevelt?” 
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In times like these, it is absolutely 
essential to have a man like Roosevelt 
ee ORIG, oes ca Sac beck va vaewes ROO 


There may be some reasons against 
having Roosevelt for another four 
years, but on the whole it is the best 
UN BO GI ing oa-wre si ceeeel ete do sis = soe 


While Roosevelt has done some good 
things, the country would be better off 
under Willkie for the next four years .22.3 


The reelection of Mr. Roosevelt for 
another four years would be a very 
bad thing for the country 


EE I rn e's ss cmset re wate Aa karets 


The Fortune Survey of Public Opin- 
ion then asked: “Which one of these 
four statements comes closest to express- 
ing your opinion of Wendell Willkie?” 
Willkie is just the man the country 


needs for President during the next 
MEE FIND sa .0 0-0: dia 014s gio ree as wie t0" 5. 11.5% 


Even though Willkie hasn’t as much 
political and international experience 
as he needs, he still would make a 
better President than Roosevelt .....24.1 


Willkie is probably an honest and cap- 
able businessman, but he hasn’t the 
right experience to be President in 
times like these ..... Core nd ls teraveie miceobe roo 


The election of a man like Mr. Willkie 
would be a very bad thing for the 
country 


Don’t know 


“Here the margin opposed to Willkie 
at the time this survey was made is 
serious,” Fortune points out. “Eliminat- 
ing the undecided, only 43.9 per cent 
seem to be in favor of his election, 
against 56.1 per cent opposed to it. But 
in the number of people answering 
‘don’t know’—10.8 per cent more than 
those having no opinion on Roosevelt 
—lie Willkie’s chances to be elected.” 

Fortune points out that “1940 is a 
year of startling changes that cannot be 
plotted in advance. . . . Now the spec- 
tacular rise of Willkie has been re- 
versed, for the present at least, and no 
one can surely tell where the zigzag 
curves on his popularity chart will lead 
on election day.” 


Plane Purchase Finance 
The Bank of America, N. T. & S. A., 


has inaugurated a plan to finance the 
individual purchase of airplanes on 
much the same basis as automobiles, 
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according to announcement by L. M. 
Giannini, president of the bank. 

Purchase of virtually all of the 
smaller standard types of aircraft, Mr. 
Giannini states, now may be financed 
on the instalment plan through any of 
the bank’s 495 branches throughout 
California, and with insurance protec- 
tion for both purchaser and the bank. 

“This arrangement will be of effec- 
tive aid in many directions,” Giannini 
declares. “It should attract many more 
students to the various flying schools, 
since it is now made possible for a great 
many more individuals to acquire their 
own planes. This in turn should be a 
material aid in the growth of the smaller 
plane industry, which is not feeling the 
benefits of the national defense program 
to the same extent as the builders of 
planes for armed forces. 

“But the chief aid will be in encour- 
aging the citizen to take to the air, to 
become familiar with airplane controls, 
contours of the country, weather condi- 
tions, to develop his self-reliance, his 
usefulness to his country in times of 
emergency.” 

Planes produced today, Mr. Giannini 
believes, are about as safe as auto- 
mobiles. Rigid inspection by the Civil 
Aeronautics Authority insures the pur- 
chaser’s getting a sound craft; and stern 
tests of piloting ability go as far as 
humanly possible to assure safe 
handling. He points out further that 
the codperation of underwriters has 
made it possible to provide insurance 
somewhat similar to that for auto- 
mobiles and other property. This in- 
surance covers both flight and ground 
risks, thus affording substantial finan- 
cial protection for the plane-buyer and 
the bank as well. 


Production Cost Rise 


The trend in production costs is ex- 
pected to be upward as a result of the 
speeding up of preparation for national 
defense, in the opinion of leading in- 
dustrialists who were polled on this 
matter by the Division of Industrial 
Economics of The Conference Board. 

With some three hundred executives 
participating in the poll, approximately 
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three-fourths of the industrialists ex- 
pressed their conviction that a sharp 
rise in general production costs will be 
unavoidable and that the relatively 
small cost increases in the past year are 
unreliable indicators of what may be 
expected in the near future. 

“As the rearmament program moves 
forward,” The Conference Board re- 
ports, “it is expected to be accompanied 
by higher wage rates, particularly for 
skilled labor, increased material costs 
and, of course, a rising tax burden.” 
Fear that increased production may not 
bring about unit savings is expressed 
in some of the replies, as recent experi- 
ence shows that new orders have re- 
sulted in greater overtime charges 
and increased competition for skilled 
workers. 

That moderate advances in production 
costs have already occurred is revealed 
in the replies of less than half of the 
industrialists. They state that the in- 
creases have been caused in large part 
by rising cost of materials. 

Not all new business derived from 
the defense program can be viewed as 
“oravy” is indicated in some of the re- 
plies. “The added volume of produc- 
tion resulting from defense procure- 
ment,” states one, “is not likely to 
produce normal volume economies to 
offset such increases in costs for the 
reason that much of this procurement 
production must be handled in haste 
and on an emergency basis to meet 
emergency delivery dates. For a time 
at least, this production is likely to be 
relatively high-cost because of overtime 
involved, excessive supervisory costs, 
and the inefficiency inherent in all emer- 
gency scheduling.” The overtime prob- 
lem is expected to become greater after 
October 24, the date on which changes 
in hours under the “Wage-Hour” act 
become effective. 


Defense Speeches 


Two speeches dealing with the na- 
tion’s banks and national defense have 
been prepared and are being distributed 
on request to banks, bankers’ associa- 
tions, and public relations specialists 
throughout the country by the Public 


THE BANKERS MAGAZINE for October, 1940 





Relations Council of the 
Bankers Association. 

The two addresses are entitled: 
“Mobilizing Money,” and “Banking’s 
Part in National Defense,” and are be- 
ing used before public gatherings, in 
schools and churches, and also as source 
material for other speeches, for radio 
talks, and as editorial material. 

Both addresses have been designed to 
show how the existing banking and 
financial structure is capable of meet- 
ing national defense requirements. Their 
objective is to make the public aware 
of the danger of regimentation of credit 
and its threat to America’s dual system 
of independently owned, locally op- 
erated banks. 


American 


Correspondent Services 


Checking up on a prospective son-in- 
law, handling funeral arrangements, 
purchasing dogs, loaning clerks, cheer- 
ing up convalescents, tracing loan skips, 
entertaining visitors—all these and 
many more odd jobs are part of the big 
city bank’s work in keeping its out-of- 
town correspondents happy according to 
two very interesting articles by Ralph 
L. Thomas, assistant cashier of the First 
National Bank at Pittsburgh, Pa., in the 
August and September issues of the 
Bankers Monthly magazine. Mr. Thomas 
illustrates the diversity of correspondent 
service today by a collection of surpris- 
ing examples, showing that the city 
bank will do practically anything to 
help its correspondents. 


Continental Illinois Books 


In addition to the very helpful 
stenographic manual, described in the 
September issue of this magazine, the 
Continental Illinois National Bank and 
Trust Company of Chicago has pub- 
lished two other excellent books—“The 
Bank and Its Employes,” and “What a 
Trust Department Does.” The former, 
a 63-page pocket size booklet, according 
to its introduction, is intended “to give 
an idea of the place in which a new em- 
ploye is to work. Personnel policies 
and facilities are sketched. the bank’s 
growth and its place in the financial 
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world are indicated, a general descrip- 
tion of the work of the various depart- 
ments and divisions is given, and the 
broad policy of the bank as to customer 
relations is stated.” The booklet is well 
illustrated with photos of the bank’s 
present and former quarters, a “family 
tree” chart, etc. 

“What A Trust Department Does,” 
is an 8l-page book, cataloging the 
major duties and responsibilities in the 
performance of each service of the de- 
partment, and indicating when these 
services can be used. It describes the 
investment policy and procedure of the 
trust department, summarizes auditing 
safeguards, and describes the depart- 
ment’s policy in selection of attorneys 
in connection’ with customers’ accounts. 
Written in clear, simple language, the 
book accomplishes the objective set forth 
in a foreword by Walter J. Cummings, 
chairman of the board of the bank: “It 
is hoped that this description will lead 
to better understanding of what a trust 
department does.” 


Personnel Articles 


Of considerable interest to personnel 
men are two articles in the September 
issue of The Public Opinion Quarterly, 
published by the School of Public 
Affairs, Princeton University. In “A 
Survey of Employe Attitudes,” Remsen 
J. Cole describes a poll technique sur- 
vey of the attitudes of Philadelphia 
workers toward their jobs, their em- 
ployers, and company policies, and 
shows how such surveys may be made 
the basis for a sound employe relations 
program. In “Humanized Employe 
Relations,” the public relations counsel 
for the Studebaker Corporation de- 
scribes a highly successful example of 
humanized employe relations in a big 
business and a machine age. 


Latin American Scholarships 


Announcement is made by the Na- 
tional City Foundation of The National 
City Bank of New York, of the award 
of a second scholarship to a South 
American student for a college course 
in an American university. The selec- 
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tion was made by a board of well known 
figures in South American finance, 
education and diplomacy, in codperation 
with officers of the National City Bank, 
and Trajano Pupo Netto, of Sao Paulo, 
Brazil, received the award. The scholar- 
ship is the second one given by the 
Foundation in line with its efforts to 
further cement cultural and commercial 
relations between Latin America, where 
the National City has 41 branches, and 
the United States. 


HOLC Repayments 


More than 26 per cent of the billions 
of dollars loaned by the Home Owners 
Loan Corporation to a million distressed 
home owners during the depression has 
now been repaid, officials of the Cor- 
poration announce. 

Nearly $864,000,000 in principal re- 
payments were credited on the HOLC’s 
books at the end of the fiscal year, June 
30. About $183,000,000 of this amount 
represented the payments of 77,141 
borrowers who have liquidated their 
loans in full. 

The Corporation loaned $3,093,000,- 
000 prior to the close of its lending 
period, June 12, 1936. It since has ad- 
vanced nearly $150,000,000 to those 
borrowers, largely for the payment of 
taxes, making a total debt of $3,246,- 
633,000. 

HOLC borrowers, on the average, 
were delinquent more than two years in 
principal and interest and between two 
and three years on taxes when they were 
refinanced by the HOLC. The long- 
term, amortized HOLC loans, with their 
5 per cent interest rate, later reduced to 
41% per cent, have helped the majority 
to rehabilitate themselves. 


GSB Theses Catalogue 


A catalogue of theses written by 
graduates of The Graduate School of 
Banking, educational arm of the ABA 
for bank officers, has been prepared and 
is available for distribution, Dr. Harold 
Stonier, director of the school and 
executive manager of the ABA, an- 
nounces. The catalogue is a cumula- 
tive listing of selected theses prepared 
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Convention Dates 


NATIONAL 


October 16-19—National Association of 
Bank Auditors and Comptrollers, Hotel 
Statler, St. Louis, Mo. 


October 28-30—Financial Advertisers As- 
sociation, The Homestead, Hot Springs, 
Virginia. 

November 11-15—United States 
and Loan League, Chicago, IIl. 

STATE AND REGIONAL 


October 9-11—Kentucky Bankers Associa- 
tion, Brown Hotel, Louisville, Ky. 


Savings 


October 12—New Hampshire Bankers Asso- 
ciation Fall Meeting, Mountain View 
House, Whitefield, N. H. 


October 24-25—Nebraska Bankers Associa- 
tion, Lincoln, Nebraska. 


November 7-8—ABA Mid-Continent Trust 
Conference, Chicago, Illinois. 

December 5-6—ABA Regional Conference, 
Texas Hotel, Forth Worth, Texas. 


9-10—Southern Conference of 
Association Secretaries, Louis- 


December 
Bankers 
ville, Ky. 


by GSB graduates of the classes of 
1937-40, and lists theses both according 
to title and subject matter. 


Government Investments Retired 


Savings and loan associations volun- 
tarily retired more than $17,000,000 of 
Government investments between July 1 
and August 17, although less than 
$1,000,000 was due, according to an- 
nouncement of the Federal Home Loan 
Bank Board. The flow of private in- 
vestments into associations throughout 
the country, making available ample 
private capital for the building of 
homes, enabled them to repurchase 
$7,402,000 worth of shares from the 
U. S. Treasury, and $9,717,000 from the 
Home Owners’ Loan Corporation. The 
trend toward retirement of Government 
funds has been noticeable for three 
years but has now reached a decisive 
stage. No Treasury investments were 
made in savings and loan associations 
during the last year, while only a few 
minor HOLC investments were made in 
special instances. 
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